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Truman Upholds ECA 
Program and Restates 
Policy for Prosperity 


In speech at Little Rock, Ark., 
he says nation must be kept 
strong and prosperous; it must 
aim to keep other friendly na- 
tions ir same position; and it 
must support and attain an inter- 
national structure for mainte- 
nance and enforcement of peace. 
Says program to insure domestic 
prosperity and social security is 
fundamental in national effort 
for peace. 


President Harry S. Truman, in 
an address at Little Rock, Ark., on 
June 11, at a 
gathering of 
the 35th Di- 
vision of 
World War I, 
in which he 
served, out- 
lined the ob- 
jectives of the 
A dministra- 
tion’s foreign 
policy and 
called for an 
early and 
overwhelming 
confirmation 
by the Senate 
of the North 
Atlantic Pact. 
He emphasized importance of 
knowing how to keep our econ- 
omy strong and of having a “free 
labor movement.” 


The following is the complete 
text of the President’s address: 


We are here to dedicate this 
beautiful park to the memory of 
the dead of two world wars. 

The brave men who lost their 
lives in those wars would ap- 


(Continued on page 32) 
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Off The Skids— 


HOW AND WHEN BUSINESS AND THE STOCK 
MARKET WILL RECOVER 


By MAJOR L. L. B. ANGAS 


Market observer is highly bearish on trade but more optimistic 

on stock prices because (1) they never rose in proportion to earn- 

ings; (2) they have in many cases fallen sharply; (3) the dollar 

and (4) the government will eventually 

intervene. Advocates partial buying if Dow-Jones average falls to 

158, when such action will appear to the public as 
“much too soon.” 


has been depreciated; 


Inventory Policy .. 


Any general change in inventory policy—through fear of a 
falling market—is not only largely self-stultifying but brings trade 
to a standstill because if middlemen will not give orders to producers 
as usual, producers will not produce as usual, workers will lack their 


usual incomes, 
and buying 
will not take 
place as usual 
at the shops. 
The move- 
ment of goods 
will therefore 
be sluggish. 
Inventories 
will not be 
reduced. The 
policy of re- 
duction 
proves self- 
stultifying. 
Trade in the 
meanwhile 
becomes 


L. Lee Basley Angas 


really bad. 

That is happening under our 
noses. (The stench thereof will 
soon suffocate the White House, 
and also perhaps the three great 
advisers.) 


Law of the Falling Market 

Another snag is the law of the 
falling market, namely that if 
producers, consumers or middle- 
men expect prices to fall they 
will not buy today, in the fear— 
or hope—of lower prices. Trade 
gets extremely bad meanwhile .. 
and does not revive until either 

(Continued on page 37) 
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“crazy” and 


. Bearish 


Federal Reserve System. 








EDITORIAL 


As We See It 


Beguilingly Plausible—Unfortunately 


The President has once more put the thoughtful men 
and women of this country on notice that there is great 
need for us all to be on guard against the beguiling but 
thoroughly false plausibility of the “Fair Deal’ doctrines. 
The grave danger is, of course, that the uninformed and the 
unthinking will not detect—leave alone be impressed by— 
the economic and philosophical naivete of the programs 
again outlined and defended last week at Little Rock. Fail- 
ure of the matriculate in yuch matters as these to understand 
the political cunning which underlies much of this sort of 
thing merely adds to the general hazard. 

Until the collectivist notions swept across the Con- 
tinent of Europe from the East and then across the At- 
lantic into our own boundaries during the ’Thirties; 
and until the politically shrewd, crowd-pleasing Frank- 
lin Roosevelt placed great masses of the people in this 


country under some sort of spell inherently alien to 
American traditions and American concepts, it would 
have been quite incredible that any good American, to 


say nothing of any President of the United States, should 
(Continued cn page 32) 
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Sound Currency and Banking 
Means Sound Economy 


By WALTER E. SPAHR* 
Professor of Economics, New York University 


Executive Vice-President, Economists’ National Commaitive 
on Monetary Policy 


Dr. Spahr, after condemning our monetary system and monetary 
policy, and contending our banking structure is defective because it 
rests on frozen reserves, asserts nation is floating on tide of man- 
aged economy. Holds general public does not understand evils of 
our irredeemable currency system, and, as result, people’s purse 
has passed to pressure groups. Cites value of redeemable currency. 


As of Feb. 23, 1949, our 14,690 banks had deposits of $157,390,000,~ 
000. Of these, $117,855,000,000 were deposits of member banks of the 
These deposits are the chief product of 
these banks, and they are payable in an irredeemable money, silver 
certificates 


oe 
excepted. 

The reserves 
which mem- 
ber banks 
hold against 
their deposits 
rest upon a 
so-called “re- 
serve,” in gold 
certificates, 
held by the 
Reserve banks 
—a “reserve” 
that cannot be 
paid out to the 
member 
banks. This 
arrangement, 
makes ' the reserve of member 
banks irredeemable domestically 
in so far as lawful reserve in Fed- 
eral Reserve banks is concerned. 

The only way member banks 
can realize on their reserve de- 
posits is to accept another liabil- 


(Continued on page 41) 


Walter E. Spahr 


*An address by Dr. Spahr be- 
fore the Illinois Bankers Asseeia- 
tion, St. Louis, Mo., June 16, 1949. 
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Deploring apathy toward ownership in business enterprises and lack of businessmen’s crusade in be- 
half of venture capital, Mr. Schram points out dangers in situation to our dynamic economic system. 


the acid test. 
That means 
jobs, which, 
in one word, 
is the signifi- 
cance of the 
equity capital 
market to 


There is no 
crueler fate 
than to pro- 
vide these 
eager, hope- 
ful thousands 
with the best 
in education 
and have 
them find 
that no jobs are available. Gran- 
diose words about the virtues of 
our political institutions are no 
substitute for jobs. 

Youth abroad rejected demo- 
cratic institutions because they 
themselves were rejected in their 
efforts to become useful men and 
women. This June some 700,000 
new workers will be added to the 
labor force. We must not permit 
them to become Exhibit A of a 
stark contradiction between the 
claims of democracy and actuality. 

This is a pleasant time, but not 


a time for pleasantries. If there 
are more shadows across the 
minds of the graduates of our 


high schools and institutions of 
higher learning than a year ago, 
we have to share the responsi- 
bility. 

Recently, one of the New York 
daily newspapers was good 
enough to write that I have been 
conducting a one-man _ crusade 
in behalf of venture capital. This. 
of course, is an exaggeration. Al- 
though I have made four other 
addresses on this topic within 
recent weeks, I have no desire 
to appear in the role of a knight 
in shining armor. The plain truth 
is that, until recently, our fight 
had not aroused the enthusiasm of 
responsible executives and other 
leaders or had the cooperation 
which it merited. I think I know 
why some thought: “Schram is 
talking through his hat; all he 
wants is more activity on the 
Stock Exchange.” 

When our tax study, “Economic 
Progress: Tax Revision and the 
Capital Markets,” was published 
in October, 1947, and in the period 
following until this year, my 
warnings seemed to run athwart 
the times. We said, in our 1947 
study: 

“Funds for business expansion 
cannct be met entirely through 
the generation of funds through 
internal sources, and we must— 





*An address by Mr. Schram at 
the General Management Confer- 
ence of the American Manage- 
ment Association, New York City; 
June 9, 1949, 





Ascribes present dearth of equity capital and low stock prices to faulty tax structure, and recommends: 
(1) attack on double taxation of dividends; and (2) changes in tax treaiment-of capital gains. _ 
Reveals new campaign for encouragement of venture capital. 


In many respects, this is the most. pleasant time of the year. To me, June always signi-| 
fies a month of youth and hope, when young men and women by hundreds of thousands| 
‘turn their backs on a sheltered world and put the knowledge and skills acquired at school to 





of venture capital to accumulate 
funds; and (2) provide incentive | 
for them to invest such funds 
profitably. The only other coursc | 
is to have the government pro- 
vide funds. Nowhere has this | 
policy been compatible with the 
maintenance of initiative and in- | 
centive and, in the end, of free- | 
dom.” 

Who cared if the equity market | 
was stagnant? All of the economic 
indices—that is, all of the other 
economic indices—were pointing 
upward and making new highs, 
in employment, production and 
profits. Labor could only see in 
our concern an effort to capture a 
greater part of the national in- 
come. Government, still under 
the influence of a _ school of 
thought that envisions automatic 
economic adjustments as if they 
were as simple as the setting in 
and pulling out of plugs at a na- 
tional switchboard in Washington, 
had scant sympathy. And, as for 
management, beyond polite agree- 
ment ard sporadic evidence of 
genuine int¢rest, I had the feeling 
that satisfaction with the way the 
ball was rolling and the strong 
position of many leading compa- 
nies, as well as the large additions 
to net worth through retained 
earnings, were militating againsi 
the campaign to release risk cap- 
ital for inevitably necessary ex- 
pansion. 





What’s Wrong? Is It the Present 
Tax Structure? 


Having found fault with others, 
it is only fair to see where I may 
have been amiss. It may be that, 
in discussing the equity capitul 
market, we have not driven home 
sufficiently its social significance 
or adequately stripped away the 
mysteries associated with finance. 
What has the equity capital mar- 
ket been saving? When the values 
of evidences of ownership move 
inversely to business activity and 
profits, when reinvested earn- 
ings seem to have no value and 
practically every new offering of 
common stock is greeted by a 
wave of apprehension and fall in 
the price of the outstanding stock. 
it should be clear that something 
is wrong. The equity market is a 
place where evidences of owner- 
ship can be acquired and trans- 
ferred, but it is much more than 
that. 


That one of the largest banks 
should have to pay 6% for addi- 
tions to capital funds and dilute 
the equity of existing stockhold- 
ers by offering stock at 64% of 
conservative book value at a time 
when corporate bonds are saleable 
at prices to yield less than 3% 
is eloquent proof that investment 





funds are absent in so far as sav- 


pone make it possible for the groups | 
which are the traditional source | 


ings going into ownership ae 
ties are concerned. | 

By necessity, only the stocks! 
of very large or sizeable com- 
| panies are dealt in publicly. | 
Yields of 7 and 8% or more for | 
| the equities of cash-rich com-| 
| panies earning money spells lack | 
| of interest. It is as if the wares| 
of a merchant were advertised -at | 
ridiculous prices in his windows | 
|and the public merely passed by | 
and said, “No thanks, we are not | 
interested.” But important as 
these companies are, they present | 
only a part of the economy. 

Small and medium size busi-| 
nesses are effectively precluded 
from raising equity capital. We) 
may talk about the vast pool of | 
| savings. For these enterprises it 
might just as well not exist. The 
most persistent force adding to)! 
the strength of bigness and to the| 
weakness of small and medium 
size business is the present tax 
structure, 


| 


Small Business Suffers 


Big companies under present 
conditions cannot sell common 
stock except on a costly basis, but 
at least they have access to the 
marketplace. Not so with smaller 
companies, and yet in a readjust- 
ment period their needs are likely 
to be most urgent. According to 
data compiled by the Federal 
Trade Commission and the Securi- 
ties and Exchange Commission, all | 
manufacturing corporations at the | 
end of 1948 had a current ratio! 
of 2.7 to 1. Those with assets of 
$1,000 to $249,000 had a current) 
ratio of only 2.14 to 1. The liquid- | 
ity ratio, or ratio of cash plus 
government securities to total cur- 
rent liabilities, improves. steadily | 
as one moves from small to 
medium size, and upward to com- 
panies in the high group. This 
indicates where the inability to 
obtain additional equity funds is 
most serious. 

Applications to the Reconstruc- 
tion Finance Corporation for busi- 
ness loans have mounted rapidly 
in recent weeks. The place of the 
commercial banker in the finan- 
cial organization of society is se- 
cure and life insurance companies 
have aided companies which did 
not want to pay going market 
rates for equity money. Again I 
Say with the utmost emphasis at 
my command: None of _ these 
sources can or should take the 
place of the individual seeking a 
participation in enterprise. 
Trouble is bound to arise, as it 
already has cropped up, when 
management cannot accept the 
values placed by the market on 
common stocks. 

To every estate faced with the 
problem of liquidation of business 
interests and every individual 


(Continued on page 37) 
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Circumvention 


Otis & Co. attempt to stay NASD denied. Court’s 
decision discussed. Appeal contemplated. Key to 
opinion based on NASD membership. Would enable 
piercing confidential communications between at- 
torney and client. Theory of surrender of Consti- 
_tutional Rights. upon joining NASD. Its error 
envisioned. Membership in NASD not voluntary. 
SEC has.in effect so decided. Constitutional Rights 
may be surrendered voluntarily. These should not 
be wrested by duress or interpreted away. 
By action in the United States District Court for the Dis- 


trict of Columbia, Otis & Co.-recently sought to enjoin the 
National Association of Securities Dealers from taking any 


action to compel the disclosure of ‘confidential communica- 


tions. between. plaintiffs and any of their attorneys, and to 
vacate a decision of Business Conduct Committee of District 
No. 10 of the NASD whereby the plaintiffs were ‘ordered 
suspended for a period of two years . 


furnish or cause to be furnished a full and frank report in 


writing containing the information required by the Commit- | 


tee’s letter of Aug. 6, 1948.” 


It will be remembered that both the District Court and 


the Circuit Court of Appeals have enjoined the Securities and 
Exchange Commission from piercing the veil drawn over 
confidential communications between attorney and client be- 
cause of the absence of a prima facie showing of fraud. These 
rulings appertaimed to the Kaiser-Frazer underwriting. In 
view of these determinations, the decision of Judge Morris 
in the instant action of Otis & Co. against the NASD was 
something of a surprise. 


- In denying the relief, Judge Morris pointed to the plain- 
tiff’s failure to exhaust its remedies and emphasized that 
there existed a chain of review from the District Committee 
to the NASD Board of Governors, then to the SEC and finally 
to the Circuit Court of Appeals. 

Referring to the disposition made by the Circuit Court 
of Appeals concerning the SEC, Judge Morris said: 


“Clearly that decision is not dispositive of the ques- 
tions presented in the instant action, for here the Associa- 
tion (NASD) is asserting its right to secure from the plain- 
tiffs the privileged communications, notwithstanding their 
privileged character, because of the alleged obligations of 
a member to furnish reports that ave called for under the 
Code of Procedure for Handling Trade Practice Com- 
plaints. No showing of fraud is relied upon, and no record 
of anu evidence of fraud can here be asserted as res 
judicata.” 


We have been informed that this decision is being ap- 
pealed. Permitted to stand it holds in effect that what the 
SEC may not do the NASD can. It is an approval of the argu- 
ment made by NASD counsel that membership in the NASD 
is tantamount to a surrender of constitutional rights. 


To invade the confidential communications between at- 
torney and client, the SEC must prove a prima facie case of 
fraud, the NASD need not do so. The SEC may be directly 
restrained by the courts in the circumstances. As to the 
NASD, there must first be the continuing travail in combat 


with the District Committee, the Board of Governors and 
then that same SEC. What a needless and prolonged passage 
to the ultimate administrative heads who were enjoined in 
the first instance, to those who are parties and partisans. As 
a rule, the law does not require the doing of a useless act and 
these intermediate reviews by interested parties appear to 
us to be utterly useless. 

Of course a constitutional right may be voluntarily sur- 
rendered. This is done daily, for example, in leases where 

(Continued on page 30) 











We we hiisieaenl in tetas of 
High Grade Public Utility and Industrial 
PREFERRED STOCKS 


Spencer ‘Trask & Co. 


Members New York Stock Exchange 


25 Broad Street, New York 4 
HAnover 2-4300 


Members New York Curb Exchange 


50 Congress Street, Boston 8 
Hubbard 2-8200 





Teletype—NY 1-5 
Albanv - Chicago - Glens Falls - Schenectady - Worcester 
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provided that such | 
suspension shall terminate sooner in the event respondents | 


| session. 
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ACTIVE MARKETS => 
Lithium Corp. 
Petroleum Ht. & Pr. 


Southern Production 
Phillip Carey Mfg. 


SIEGEL & CO. 


89 Broadway, N. Y. 6 
Teletype NY 1-1942 








NEW ENGLAND 
TEXTILES 


BOSTON & MAINE R. R. 


Walter J. Connolly & Co. 


INCORPORATED 1923 


30 FEDERAL STREET, BOSTON 10 
HUbbard 2-3790 











Utah-Idaho Sugar 


New analysis on request 


EDWARD L. BURTON 
& COMPANY 


Established 1899 
Bell Teletype SU 464 


160 S. Main St. Salt Lake City 1 

















REGULAR RETURNS 


from your investment 


Your advertising dollar reaps regu- 
lar returns when it is invested in 
The New York Times... 
cause The Times is read regularly 
by banking officials, corporation 
executives, professional and insti- 
tutional security buyers, amd indi- 
vidual investors. Are you getting 


regular returns from your adver- 


tising dollar? 


The New York Times 


“All the News That's 

















AND COMPANY 


EDWARD, YOUR SON 


would appreciate some extra 
eash during the college inter- 
You can supply him 
with ‘‘found”’ money, when you 
sell us your obsoletes. 


mtfpo 


99 WALL STREET, NEW YORK 
Telephone: WHitehall 4-6551 
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Salesmanship in a Stock Exchange House 


Partner, Draper, Sears & Company 


By LESTER SPITZER* 


Members, New York Stock Exchange 


Asserting major premise of good salesmanship is keeping interest of customer im mind, Mr. Spitzer 

stresses aggressive action to get customer’s good will. Warns against policy of running down competi- 

tors’ wares, and explains procedure in overcoming customer's apathy. Describes radio and direct mail 

advertising as well as other methods of contacting new customers. Describes “follow-up” system in 
holding contacts with both prospects and customers. 


This idea of being a good salesman is something I have been trying to learn about for 
close to 20 years, and it is made up of a lot of things. The major premise is to keep the best 
interests of the prospect, the customer, first in mind. There are a great many times in the 


course of an* 
average day, 
week, Or a 
year’s work 
when you will’ 
find that it is 
much better, 
for you and 
for your em- 
ployer and the 
customer, if 
you will favor 
the customer 
and think of 
him first, 
rather than 
your commis- 
sion or your 
earning ca- 
pacity or your sale as the most 
important thing in view. 

It is better to have the cus- 
tomer’s friendship than his busi- 
ness, if you are going to sell him 
the wrong stock at the wrong 
time. People appreciate it if you 
will go to them on occasions, not 
with the idea of selling them 
something, but possibly of warn- 
ing them, or giving them the 
viewpoint that it might be a good 
idea to be liquid, for after all, 
your customers are your liveli- 
hood and sometimes it pays to 
see, to a certain extent, that the 
customer is liquid and not fully 
purchased in securities, or maybe 
he won’t have any buying power 
left just when it would be most 
useful. If you leave him in a 
more or less fully invested condi- 
tion, you defeat your own pur- 
pose. If a favorable buying op- 
portunity develops at a later time 





Lester Spitzer 








*A lecture by Mr. Spitzer, one 
of two, the 14th of a series in a 
course on Investment Salesman- 
ship, sponsored by Boston Uni- 
versity and the Boston Investment 
Club, Boston, Mass., May 3, 1949. 
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and the customer isn’t liquid, you 
are unable to take advantage of it 
and sell him a good security at an 
attractive price. 

We labor under a great handi- 
cap in the securities business, in 
that the advertising that is done 
is all quite passive and con- 
servative. Many of you fellows 
are well acquainted, particularly 
those of you who are married, 
with the effect caused by some 
of the “bargain ads” that hit the 
newspapers on a Sunday. Your 
wife probably leaves, jet-pro- 
pelled, for downtown Boston on 
Monday morning because some 
store is selling a $135 gown which 
has been reduced to $39.95. 

We just don’t do that sort of 
promotional advertising in our 
business. Of course, we do have 
financial writers, as Edson Smith, 
for example, who tells you that 
Youngstown Sheet & Tube is 
selling at $15 under its net quick, 
and a real bargain at 62. But the 
sort of advertising that stimulates 
people to rush in and buy, par- 
ticularly women, is not used in 
our business. 
much to see at some time a fur- 
ther modification of the New 
York Stock Exchange rules with 
regard to the type of advertising 
that may be done by member 
firms, so that we, too, in our in- 
dustry can go ahead and pursue 
the potential customer with the 
fine bargains that are today avail- 
able not only on the New York 
Stock Exchange but in unlisted 
markets and the investment 


I would like very | 





trusts. 

The subject of investment trusts | 
is a large one in itself and I think | 
it has been quite thoroughly de-| 
scribed by some of the previous) 
speakers here, who undoubtedly | 
are very thoroughly acquainted | 
with it. As far as the investment 


trusts are concerned I will agree 
for a minute and say that whether 
you are primarily interested in 
National Securities, Keystone, 
Wellington, or possibly 50 others 
as you go down the list—and this 
is.not a recommendation to buy or 
sell any specific security unless 
accompanied by a prospectus— 
there are bargains in these invest- 
ment trusts today, just as there 
are in the listed securities and the 
unlisted field, and I don’t think 
we should overlook them, 


Stock Salesmanship on New Basis 


I started with the firm of 
Bright, Sears & Co. more or less 
as a customer’s man about 2C 
years ago. At that time, the busi- 
ness functioned on a different 
basis. Seated, or better still, 


rooted at your desk when the} 


Stock Exchange opened, you 
*phoned a lot of people and said, 
“It’s up %” or “down %.” Call- 
ing these quotations off the ticker 
that reported these transactions 
on the floor of the Exchange. It 
was quite pointless. 

The business today is a business 
where you can’t sit at your desk 
and expect someone to walk in 
and want to buy 1,000 shares of 
Anaconda or some other security. 
You simply have to go out today 
and sell these stocks. People can 
live without 1,000 shares of Steel 
in the vault. They need a roof 
over their heads and a place for 
their car, clothes and many other 
things, but they just don’t need 
1,000 shares of stock. They do 
very nicely without it, and as a 
matter of fact, they can do with- 
out it forever until you change 
their viewpoint on the subject. |! 
have seen a lot of people that 
have said they don’t know any- 
thing about the stock market, it 


(Continued on page 33) 
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After a Day of ‘*‘No — No- No — ”’ 


Do you ever say to yourself after a day of fruitless calls: What am I doing wrong? 


right approach? Am I selling 


“benefits” or institutional gibberish? 


Am I using the 
Where can I turn for help? 


Last winter the members of the Boston Investment Club decided to find some of the answers to 
those vital questions. In collaboration with Boston University they set up a course of nineteen lec- 
tures to be delivered by leading sales executives in such diversified industries as insurance, adver- 
tising, manufacturing, banking. The course was called “Successful Investment Salesmanship” and it 
was such a huge success that, it was decided to publish the entire lecture-series in booklet form. 


This 190-page booklet is now offered to you for a nominal price indeed, considering the prac- 
tical sales ideas that load each lecture—ideas that have worked for others and should work for you. 
Order your copies today. The coupon is for your convenience. 


THE BOSTON INVESTMENT CLUB 





Price 


No. of 
Copies Per Copy 
1—10 $2.00 
7 11-50 175 
51 or more 1.50 





Price includes postage 








Box 1604 


Sirs— 


eevee eeeeeeee 
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eee eee eee eee eee ane 











The Boston Investment Club 


Boston, Massachusetts 


Please enter my order for —— copies of the 
booklet Successful Investment 
Check or money order is enclosed. 


a 
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Salesmanship. 




















NASD Monopolistic and Harmful 
To Industry, Dealers Contend 


Another Group of comments “spell out” reasons 
for belief that Association exists solely because of its 
coercive powers. 


We present below additional comments made by dealers 
with respect to the National Association of Securities Dealers. 
With a few exceptions, the contributors express the opinion 
that neither the Association or its policies have, or ever had, 
the approval of the vast majority of the firms in the securi- 
ties business. Among other charges made by dealers is the 
contention that the Association, rather than being a volun- 
tary body, actually constitutes a monopoly by virtue of the 
regulation forbidding members from dealing with non- 
members on a parity. The effect here, is to create a caste 
system within the industry, with adverse consequences to 
both the securities business and the public interest. 


SMALL CALIFORNIA TOWN 


We would not belong to the Association if we could do business as 
a non-member. Our principal objection is the fact that we cannot 
participate in the distribution of new issues or special offerings at a 
profit to ourselves without being members. We do not see how any 
Security Dealer belonging to the Association can have any objection 
to a Union closed shop. It seems to us that the SEC must have plenty 
of employees to do all the policing of our business that is required and 
we would much prefer to have the Commission do it than the 
Association.* 

SMALL CALIFORNIA TOWN 


Do not approve of the NASD. Think its own percentage of 
dues for expenses to small dealers all out of balance with its own 5% 
mark-up rule applied to those same dealers. For instance why 
should a sole proprietor be assessed as a firm and also as a personnel 
of one? Double taxation and the percentage of cost of doing business 
runs up. Also why all the examinations when the SEC examines 
and also the annual CPA audit required under rule X-17A-S by 
the SEC. Also the state examines.* 


SALT LAKE CITY, UTAH 


With very few exceptions the 5% mark-up appears very adequate. 
We meet resistance when it is above that figure. 


SMALL UPSTATE NEW YORK TOWN 


I believe No. 4 question regarding the 5% mark-up makes it so 
unattractive to dealers, they can’t get by as a general rule on this 
amount. When you consider what is paid as commission on the 
selling of new issues, the 5% rule is a brake on the whole selling 
effort.* 

SMALL UPSTATE NEW YORK TOWN 


Re: Question 3 on reverse side hereof. It was on this matter 
that we broke with the NASD some years ago. We had joined the 
NASD when formed because we felt it was going to benefit the 
industry and in our small way we wanted to cooperate; but when 
the NASD began to ask for information which we felt was none of 
their business (they asked for a financial statement which we refused 
to give them), we resigned. We have never regretted our action. In 
fact, we have only regretted not resigning before we did. Re: Ques- 
tion 5. Such a rule in our opinion is not only monopolistic but 
most decidely un-American. We do not see how it could be legally 
enforced. Re: Question 6. I am not familiar enough with the 


| whole Maloney Act to answer question yes or no but as concerns 


that part of it which permits the NASD to make the rules referred 
to in your article in the “Chronicle” of March 17, I most assuredly 
believe that part of the Act should be rescinded. 


SMALL UPSTATE NEW YORK TOWN 
I endorse your attitude fighting against the punitive practices 
of the NASD. The big fellow putiing the squeeze on the little—I 
hope you can do something about it. 


BROOKLYN, NEW YORK 


A closed shop does not in my opinion represent our AMERICAN 
WAY OF LIFE or democracy. The NASD is just that.* 


SMALL UPSTATE NEW YORK TOWN 
Resigned after realizing I was being regimented. 


ROCHESTER, N. Y. 


Not members NASD. Not interested in questions. Admire, how- 
ever, your forthright attack on objectionable practices and provisions 
of law. 

BUFFALO, N. Y. 

Heavy taxation over the years has almost destroyed “venture” 
capital. Cur old clients are so busy paying taxes that they have 
little interest in stock market. We resigned some years ago—would 
not submit to this eternal “bossing.” 


BUFFALO, N. Y. 


The panic of 1929 has been used to help politicians find berths 
for their friends in agencies created to ultimately eliminate the small 
investment dealer and the smaller business interests. The “Com- 
mercial & Financial Chronicle” is doing a truly honorable and 
patriotic deed in following this matter relentlessly to the end of free 
American enterprise. You are sure to be successful. Dor.’t give up. 


NEW YORK CITY 


I have never considered the NASD as a body of true representa- 
tion of the securities industry, and for that reason I refused and do re- 
fuse to join the NASD under the present set-up. From a truly repre- 
sentative body of any industry I believe one should be able to expect 
a constructive and helpful policy in furthering the respective indus- 
‘try. The NASD, as far as I could observe in no way came even near 
| such a policy. The, facts ane exectly contrary to that. 

You know, every once in a@ while some newspaper reporter or 
? ; 








* Commented anonymously. 
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. 2s 
Sees Socialism ! 
Paralysis Spreading _ 
Charles M. Emerson, Managing 
Director of N. J. Building Con- 
tractors Association, says all of 
Europe and Asia is under blight 


of socialism and communism. 
Cites British situation. 


According to Charles M. Emer- 
son, Managing Director of the 
Building Contractors Association 
of New Jersey, a creeping paraly- 
sis of socialism is spreading 
throughout all Asia and Europe, 
and, if continued, will be a form 
of governmental suicide which in 
the past has resulted in the over- 
throw of great nations. Comment- 
ing on the spread of socialism in 
England and our own country, Mr. 
Emerson states: 


“Through socialization we have 
seen England reduced from a 
first-rate nation to a desperate, 
hungry, second-rate socialized 
body. The creeping paralysis 
crept over all of Asia and Europe 
like a blight and finally invaded 
England. The Bank of England, 
the Electric Power Industry, Rail- 
10ads and Transportation, the Coal 
Industry, and Medicine were rap- 
idly nationalized or socialized. 

“They are now attempting to 
socialize the Steel Industry. What 
happened? Let us look at the Coal 
Industry. This industry was im- 
proved by new mechanized meth- 
ods, and yet when nationalized, 
from June to October, 1948, the 
mines produced 158,000 tons a 
week iess than in 1938 when the 
same industry was run by the 
‘inefficient’ capitalists. If you want 
to know the true conditions in 
England, correspond with some 
of its citizens as I do and you will 
be astounded at the _ results 
brought about by this creeping 
paralysis. Take all the other 
countries of Europe and Asia and 
review what has happened in the 
last few years. 

“As you review facts, figures, 
and results, you will, make up 
your mind to one thing, and this 
should be emphasized—put So- 
cialism, State Owrership and Con- 
trol and Communism all in the 
same basket. ‘They are blood 
brothers. The little innocent ap- 
pealing child called ‘Socialism’ 
opens the door and then his gib- 
bering big brother ‘Communism’ 
moves in. The fate of the now 
Russian satellites proves this fact. 


“Now let us peer behind the 
Iron Curtain. Here lies Russia 
endowed with the greatest natural 
resources that can be found on 
this fifth-rate planet. It is behind 
this Iron Curtain that we find the 
witch’s cauldron from which come 
the hellish brews which infect 
countries with paralysis. Our 
starry-eyed soap-box orators and 
pink tea party theorists paint the 
Soviet area as a veritable Eden. 
They say that the Iron Curtain 
was raised in order that the in- 
habitants of this ‘heaven on 
earth’ would not be contaminated 
by the theories of dirty, capitalis- 
tic countries. 


“I have always been puzzled as 
to the reason why so many thou- 
sands of people are trying to crawl 
out under the Iron Curtain in the 
Westerly direction. Why do they 
want to leave such a haven of 
Eden? Have you ever talked with 
anyone who has escaped from this 
Eden? If so, you will find that 
the true reason for the establish- 
ment of the Iron Curtain is to 
hide from the rest of the world 
the misery, the low standard of. 
living, the degradation, the saua- | 
lor, the prison camps and the slav- | 
ery which exist behind that same) 
Iron Curtain. Also to prevent the! 
poor Russian peasants from know-| 
ing that there are a few spots on) 
the earth’s surface where individ- 
ual freedom exists and where the 
minor luxuries of life are common | 
to everyone. 


} 


“I note in the morning''paper | 
of June 3, 1949, that in Moscow, 
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Recovering from its setback in the previous holiday week, total 
industrial production for the country 10se slightly last week, but 
it continued to reflect a moderately lower level from that prevailing 
in the corresponding period of 1948. 


A new postwar peak was attained in total claims for unemploy- 
ment insurance in tne week ende<i May 23 when such claims rose 
substantially to surpass their low point cf a year ago. 


In the same week initial claims for unemployment insurance de- 
creased by 3%. This was the third consecutive week in which total 
initial claims showed a falling off. 

* ** t 

John L. Lewis, United Mine Werkers’ head, came into public 
focus once again when on Wednesday of last week he ordered 
both the hard and soft coal miners to cease work for one week 
beginning on Monday, June 13, and ending June 20, because over- 
production has “created menacing instability in the mining industry.” 
‘During this period,’ Mr. Lewis told all U. M. W. locals, “no work 
other than that essertial to the protection of human life and prop- 
erty is authorized.” 


It was reported that the soft coal industry and the steel industry, 
which depends on coal, are better prepared to weather a coal strike 
than they have been for many years. 


Official estimates of the U. S. Bureau of Mines place soft coal 
stockpiles at about 65,000,000 tons, or about twice as much coal as 
was above ground a year ago. It is understood that it is enough, 
if equally distributed, to last all types of consumers about two 
months. 


The Bureau of Mines is regarded as conservative in its cstimates 
and it is believed that coal stocks in all probability are considerably 
larger than the Burezu’s 65,000,000-ton estimate. 


Referring to the quit-work order. Lewis said, it was is8§ued under 
the union’s “‘contractual options under the agreements in all anthra- 
cite and bituminous districts.” He apparently had in mind a clause in 
the present coal wage agreement which makes the contract applicable 
only “during such times as the miners are able and willing to work.” 
Approximately 480,000 of the nation’s coal miners are affected by 
the week-long walkout. 


On May 13, last, Mr. Lewis called for negotiations with Mr. 
Moses, President of the H. C. Frick Coke Co., a subsidiary of the 
United States Steel Corp. He has made no other move to initiate 
negotiations over a contract to replace the present nation-wide agree- 
ment which is due to expire on June 36, next. The Southern coal 
operators have themselves begun talks with Mr. Lewis, but it is 
reported, these negotiations—now in progress in Bluefield, W. Va.— 
are making little headway. 





oe 


Favorable weather in many parts of the nation last week en- 
couraged consumer response to many special promotions. In the 
week total retail trade was maintained at a high level with aggre- 
gate dollar volume slightly below tLat of the corresponding week 
in 1948. Most shoppers continued to concentrate their purchases on 
moderately priced merchandise. 


Total wholesale dollar volume increased slightly the past week. 
However, it was moderately below that of the comparable week last 
year. Commitments for Fall merchandise became more numerous 
during the week but the total was slightly below that of a year ago. 
Prompt delivery was stressed by many merchants. 


STEEL OPERATIONS IN CURRENT WEEK SCHEDULED AT 
86.7% OF CAPACITY, THE LOWEST POINT FOR YEAR TO 
DATE 


Steel labor and management are poles apart this week on the 
wage question. The steelworkers’ union is on the defensive more 
than they have been in vears, according to “The iron Age,” national 
metalworking weekly. Management is determined that no concessions 
will be given that will raise the price of steel, increase overall costs 
or further depress the declining steel market. 


Philip Murray’s attitude on wage and security demands, this 
trade authority states, will be somewkat as follows: (1) Present de- 
flation is man-made and unnecessary, (2) it is being used to scare 
labor and cut down demands by the union, (3) some industrialists 
are too pessimistic, (4) higher wages are the only thing that will 
keep up purchasing power, (5) social security is a must and (6) 
pensions must be provided by industry. Steelworkers still smart over 
steel industry captive miners being eligible for $100 a month pen- 
sions. 

Steel management’s view of the situation is: (1) The steel union 
has consistently held that everything steel management does is 
wrong, (2) steel orders have fallen off voecavse customers have 


at 
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= 
Observations . . 


By A. WILFRED MAY 
Stockholder Dissatisfaction and Share Prices 


Last week we discussed the marked rise in the voicing of stock- 
holders’ gripes against certain policies of their managements, chiefly 
having to do with dividend disbursemenis, bonus 
and pension plans, directors’ holdings of shares, 
etc. We asserted that this situation wherein in- 
vestors are joining labor and other community 
groups who demagogicaily carry on a permanent 
general attack on our industrial managers, con- 
stitutes another and perhaps definitive threat to 
our free capitalistic enterprise system. Also the 
possibility of loss of stockholder confiuence 1: 
management as a cause of the citizen’s inhibition 
from equity investment and of the low market 
price level, along with the converse accentuation 
of anti-management complaints as a result of 
bear market declines, was suggested. 

We offer herewith communications from two 
oi our readers commenting thereon. One of these 
individuals is a self-constituted protagonist of 
stockholder rights and an inveterate participant 
in company meetings. The other is an academic 
student of finance and investment. Noteworthy and interesting is it 
that both these gentlemen, midst their varied comment, in common 
advocate that investors shun those companies in which they discern 
(actually or mistakenly) unsound management policies. The instra- 
ment of blackball is urged as the cure of abuse. 

We are publishing these reactions solely for our readers’ interest 
and the stimulation of public discussion of this vital matter—without 
implication of editorial evaluation of the views expressed. 


FROM MR. GILBERT 


Following is a commentary from Mr. Lewis D. Gilbert. Mr. Gil- 
bert has become widely known through his representation, by proxy, 
of small stockholders at their companies’ meetings. He annyally 
furnishes to about 5,000 of such interested investors detailed accounts 
of the happenings at 100 or so shareholder meetings. 


Dear Mr. May: 


Apropos your recent column cn “Company Managements on 
the Defensive,” you will find that the growing distrust of certain 
management policies in the field of bonus and pension payments to 
top executives will not subside. 

On the contrary it will continue to grow until management 
becomes more attentive to the wishes of indenendent public stock- 
holders. The whip-hand we stockholders hold is simply that we 
will in increasing numbers refrain from making future investments 
in or adding to our holdings in corporations which follow a policy 
of ‘management preferred, shareholders waicn out” tactics. 

But, on a broader scale the faults are not entirely manage- 
ment’s. Management was encouraged into thinking it could do 
what it wanted, for two major reasons. 


The first of these was the tendency of the financial press to 
attempt to protect management by glossing over its faults while 
over-emphasizing these of government and labor. One of the few 
financial writers who has not followed this senseless pattern of 
what is really self-destruction has been Robert P. Vanderpoel, 
Financial Editor of the Chicago “Herald American.” For example, 
in his column of May 8, 1949, Editor Vanderpoel stated the plain 
unvarnished truth when he wrote: “Corporation executives are 
spending good stockholder money trying to sell the private enter- 
prise system to Americans, 99.44% of whom are already fully sold, 
and at ihe same time are doing their best to sabotage that system 
by grabs so greedy that they are becoming revolting.” 

The second of the two blunders which accentuated manage- 
ment thinking it could do what it wanted with shareholder funds 
was committed by Wall Street. It is for that, in large measure, 
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~Che reward of a thing well done 
is to have done it.” 
EMERSON 
With the permission of our clients, some 
of their letters of appreciation 
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The QOutlook—Not Another 1929 


Director, Economic Research Dep’t, Chamber of Commerce of U. 58. 


By EMEKSON P, SCHMIDT* 


~ 


Dr. Schmidt, warning if individuals and businessmen become hysterical, a collapse can come, con- 
tends current recession was expected and business prepared for it. Gives reasons why conditions are 
better than in collapse of 1929, and sees more investment needed to sustain prosperity. Cautious 


businessmen piling up usele 
ings. 


Even though business forecasting is n 
_gage in it. The businessman must forecast. 


judging the future. Changing 


wage rates, agreeing to adopt 


deciding?’ 


whether or 
not to expand | 
plant, deter-| 
mining price 


policy, deter- 
mining the 
level of in- 


ventories, and’ 

adopting 

methods of 

raising new 

capital — all 

these _ deci- 

sions are 

based on what | 
appears to be 

ahead. 

, The _ busi- 
ness executive who ceases to fore- 
cast soon ceases to be a business- 
man. This explains the popularity 
of forecasting sessions at business 
meetings—even though the payoff 
often seems to be a confusion of 
tongues and a heightening of un-| 

. certainty. 





Dr. E. P. Schmidt 





The Forecaster’s Mind-Set 


The professional forecaster. 
tends to predict a continuation of 
whatever trends are current for a| 
period into the future, dependent) 
mostly on whether he is, by) 
glandular construction, 
mist or an optimist! 

A few days after V-J Day a, 
government economist who spends 
much time doping the business | 


future said, “ i ix | : 
» “We will have a six |bor force increased by over one- 


to nine months postwar replace- 
ment boom and then we will go 
back to the conditions of the 
1930’s.” I saw him about once a 
month for the next two y 
almost invariably month by month 
he made this same prediction in| 
virtually the same words, not| 
realizing the trick which his own | 
mind-set was playing on him. He | 
was much like the people who)! 


be only a matter of two to five | 
years until the Russians would | 
have the atomic bomb, and even | 
though nearly four of those years | 


have now elapsed, many of them | 
still say, “Just give the Russians | 


two to five years!” 


inventories from the consumer 
through the retailer, the whole- 
sealer, and the manufacturer. 

(2) The enormous expansion of 


the: money supply and the liquid | 


assets in the hands of all sectors 
of the economy. Yet this was the 
one major factor most widely 


ss reserve funds and hoarding incoming dollars can reduce business. earn- _ 
Outlines opportunities for creating greater stability. 


be replaced by action — of a 
kind(s). 


Dees Government Have the 
Know-How and Wisdom? 
Does experience with govern- 


| hope that it can arrest deflation? 


Security 


} 


Dealers’ ‘‘Mark-Ups”’ 
And the NASD and SEC 


By JOHN DUTTON 


A Correspondent Enumerates Routine Involved in 


Single Sale 


A while back one of our dealer friends-sent the “‘Chron- 


either a science nor a recognized art, we all en-|icle” a list of the physical transactions that were made to 
Nearly every business decision is an exercise in| clear one trade. The NET FOR THE FIRM ON THIS TRADE 
health and welfare programs,, WAS $6.64. 


I am going to try to repeat verbatim the 
steps that were necessary in order to handle this transac- 
tion. I wonder if some of the officials of the NASD who 


have never worked in a cashier’s cage in an investment 
| firm, or who have not had any contact at all with the actual 


| 
| 


| 


underestimated because during| Somehow; many people place a 
the depression so many people | high contidence in government— 
became believers in the “quan-| this in spite of the fact that prob- 
tity theory of money” in reverse,| ably the greatest single source of 
due probably to the fact that the; the boom-bust sequence is the 


ears and | - 
| continuéd 


expansion of money in the last half 


of the 1930s did so little to restore | 


high level economic activity. 

(3) A further nonrecurring fac- 
tor in business buoyance, it was 
assumed, was our foreign aid 
program (net foreign investment). 
Few people realized how UNRRA 
would lead to the British loan and 
the British loan to the Marshall 
Plan and the Marshall Plan to 
re-arming Western Europe — all 
these addec to the International 
Bank, the World Fund, Export- 
Import loans, and what not. 


(4) In spite of the 
hoom in defense plant construc 
tion, at war’s end we still had 
very substantial gap in produc- 
tive capital equipment growing 


sion period and the war period. 
The same was true of housing. 

(5) Meantime, population was 
abnormally stimulated, the la- 
‘half million persons a year, and 
we have become a much larger 
| country in an economic sense. 


On top of all this, the Treasury 
an artifically cheap 
money policy which put a pre- 
mium on borrowing (investment) 
and discouraged savings. The 


credit more rapidly during the 


time in history. 


Now all of these factors, most of 
which were imperfectly under- 
stood or only partially foreseen, 
account chiefly for the overem- 
ployment through which we have 
| passed in the last few years. 


When business is on the down- | 


turn, sessions like this therefore 
are likely to accentuate the defla- 
tionary forces because most of us 
will simply and easily predict the 
continuation of what is taking. 
place. That is, it is easy to pre- 
dict that predictors will pre- 
dict! If enough of us do so pre- 
dict and if enough businessmen 
believe us, the ensuing business 


decisions will take the form of re- | 
trenchment both in terms of cap- | 


ital expenditure and in terms of 
inventory policy. If this analysis 
is sound, the forecasting itself 
becomes a stimulant of the boom 
and of the bust. 


Nonrecurring Phases of the Boom 


The current recession has cer- 
tainly been the most widely an- 
ticipated recession in our history. 
Few expected nearly 4 years uf 
postwar expansion. No one fore- 
saw the height of the boom or its 
duration. Everyone recognized, 
however, the presence of a host of 
nonrecurring expansionist factors. 

(1) The rebuilding of normal 





*Address by Dr. Schmidt before 
the Annual Business Conference 
of Sales Executives Club of North- 
ern New Jersey and School of 
Business Administration of Rut- 
gers University, New Brunswick, 
N. J., June 9, 1949. 





Retreat Expected 
| Few 


expected that artificial 
| boem to continue and most people 
| governed their affairs in such a 
way as to be able to absorb some 


contraction without going into 
| hysteria or bankruptcy. 

While our diagnosis, as we 
passed through the period, left 


much to be desired,. we did de- 
velop a spirit of caution and we 
did throw up some mental and 
other safeguards. This has been 
all to the good. 


In other words, the contraction 
which we are now experiencing 
was expected to come, and is na- 
tural and inevitable, although it 
| does hurt, some workers and some 
| businessmen. Even though we all 
| foresaw it, in some quarters it is 
| SoCaan to foster the jitters. 


| If enough individuals and busi- 
|nessmen become hysterical and 
| fear that the foundations are col- 
|lapsing, this will bring on the 
collapse. 

|. If this occurs, growing demands 
\for government to get into the 
|fray will rise. Since’ depressions 
;are supposed to be Republican 
| Party phenomena, the Washing- 
| ton group is showing a disposition 
| to “whistle its way past the ceme- 
|tery.”. Should unemployment 
reach 5 million, the whistling will 





-| - 
q | causes of boom-bust. 


| 
| 


| government itself, 


/government project — we can 


never hope to bring about eco- | 


|nomic stability. The depression of 





Without eliminating war — a} 


| the 1930s was to a large degree | 
| and aftermath of the First World | 


War—the connection may be seen, 


,of postwar reconstruction lending 


abroad, and the equally sudden | 


1928. The Second 
wrenched 


in 
War 


| collapse 
| World 


civilian | 


| production, prices, and indeed the | 


| whole economy out of any normal 


war financing are the greatest 


Nor did the governmental 
| postwar policy following V-J Day 


a pessi-| oyt of both the inactive depres- | :mdicate superior foresight and 


insight so far as the boom-bust 
| problem concerned. ‘Toward 
| the close of the war, government 
|}experts based policy on an an- 
| ticipated unemployment of 8, 10 
|or 12-million unemployed—which 
i|did not happen. Rationing wags 
| abolished within a few weeks af- 


is 


wartime | Pattern. #Var and the methods of | 


: : | it. 
(ment furnish any basis for the | 2 conscionable profit 


‘consideration that such a transaction must be compensated 


workings of the securities business, would consider this $6.64 
I wonder if they would take into 


for by other trades that show a much larger percentag2 than 
this one. I wonder if they realize that the margin otf profit 
on an overall basis, of most security firms today is very low, 
because of the large number of transactions that are put 
through at a loss—as an accommodation to customers. I 
WONDER IF THEY COULD UNDERSTAND AFTER READ- 
ING THE FOLLOWING HOW UNFAIR FISHING TRIPS 
INTO THE AFFAIRS OF THE AVERAGE BROKER- 
DEALER CAN BE, WHEN THEY PICK OUT A HAND- 
FUL OF ISOLATED CASES OF WHAT MIGHT LOOK 


LIKE EXCESSIVE MARK-UPS AND SAY “YOU TOOK 


'for example, in the sudden burst | 


AN UNCONSCIONABLE PROFIT.” 


Here is the trade upon which this dealer showed a net 
for the firm of $6.64. A purchase ticket was written and 
sent to the broker through whom this stock was purchased. 
A ticket was sent to the customer. A copy was given to 
the salesman. The trade was entered in the customer’s 
ledger. It was next entered in the journal. It was entered 
on the purchase sheet. It was also entered on the sales sheet. 


‘It was entered in the commission book. When payment was 


made upon the registered holder. 


made by the customer, after he was chased for three days . 
to get his payment in on time, so as to comply with margin 

requirements, it was entered in the checkbook. Payment 
was also entered in the ledger. The broker then failed to 
deliver the stock,. which necessitated three calls. Then 
the stock carried a dividend and claim for dividend was 
When dividend was re- 


‘ceived it was entered in the checkbook. Next a check for 


,; ter. V-J Day in anticipation of 
‘prompt, plentiful supplies and 
weakened markets. The Admin- | 


|istraticn issued edicts and direc- 


| tives de signed to force wage rates | 


| up —the first round of wage in- 


| banks stepped in and expanded | creases, then the second and on. 


of the stock. 


. | (Even if its prediction of weak | 
told us after V-J Day that it would | W®° and the postwar than any markets had proved correct, just | 


'how raising wage rates would 
have increased payroll income was 
never made clear.) While the 
primary and basic cause of posi- 





war inflation was the multiplica- | 
tion of the money supply and of | 


liquid assets (a government phe- 
nomenon), “inflation comes 


Joseph A. Schumpeter and others 
‘have pointed out. Thus govern- 
ment first paves the way for in- 
flation and then sets it in motion 
—withcut intending to do either! 


although, even so, most 
would say the UNRRA, the Brit- 
ish Loan, ECA, and a host of other 


be undertaken. But even if we 
are so agreed, does this type of 
| situation not make it clear that 
government is not and perhaps 





foreign and domestic aids had to. 


| fer book. A 1 


through the payroll,” as Professor | 





usually cannot be in a position to | 
mitigate inflation when such miti- | 
gation is called for, and may not | 


|be in a position to do the wisest | 


| 
{ 


| thing to overcome deflation? 
Similarly, when 


antee on residential loans so that 
the construction 


both labor and materials cost much 





(Continued on page 30) 


inflation was | 
upon us, billions of dollars were | 
turned over to veterans in the! 
form of terminal leave bonds and | 
other programs. At the same time | 
the government greatly cheapened | 
interest rates and raised the guar- | 


the dividend was sent to the customer. 


It’s Time for Another Paragraph! 


The broker phoned and made arrangements for delivery 
It was delivered and a check was drawn to 
pay for it. Next a stamp ticket was made up; the stock 
was filled in for transfer. Then it was entered in the Stock 
In and Out book. The stock was delivered to the transfer 
office for transfer. Three days later a messenger was sent 
to the transfer office to pick up the stock. Upon delivery 
of stock to the office, records were completed in the trans- 
etter was drawn and a registered mail receipt 
in duplicate was prepared. The transaction was entered in 
the insurance book. The stock was then entered out in the 
customer’s ledger. It was delivered to the Post Office. When 
the red card was returned it was checked with the regis- 
tered mail receipt. It was then entered in the customer's 


/account on the holding card system. 
In terms of the boom-bust prob- | 


lem, our postwar foreign policy | 
also greatly stimulated the boom | 
people | 


All this for $6.64. And this is no extraordinary trans- 
action. It is what happens in-most instances where a secur- 
ity is bought for a customer. Sometimes there is even more 
work, such as in the case of a stock going to a loan; when 
substitutions have to be arranged, letters written requesting 
same, as well as when delivered, with receipts, powers, etc. 
And in the case of sales, signatures must also be guaranteed 
by a Stock Exchange firm. 

It seems to me that some of our officials of the NASD 
and the Securities and Exchange Commission should be 
given a job working in the average small securities firm 
for about three months. They should start out for a week 
as a runner, general office assistant and flunkey. The next 
week as assistant to the one-man cashier’s department which 
is about all most firms can carry today. After a month on 
this job they should be given a fistfull of leads and told to 
go out and see at least five prospects a day, and two every 
evening. They should carry their supply of prospecti with 


‘them. They should always leave one with the customer. 


industry was| 
overstimulated to the point where | 


They should work on a straight commission and pay. their 


‘own carfares and telephone calls, as well as lunches for 


more than they otherwise would. | 
That all this was highly desirable | 
does not change the fact that it. 


their prospective accounts. And when after weeks of this 
kind of banging their heads up against the sort of thing 


(Continued under “Securities Salesman Corner’ on page 36) 
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From Washington 
Ahead of the News | 


By CARLISLE BARGERON | 





























_ A few weeks ago I wrote an article to explode the assiduously 
circulated myth that TVA power built the atomic bomb. The article 
was challenged by Mr Sturdevant, director of public relations for 
the TVA. He admitted that the Manhattan Project at Ouk Ridge did 
have its own steam plant but quoted a year-old 
letter from the I'VA chairman, Mr. Clapp, to 
show that TVA, nevertheless, did furnish Oak 
Ridge some power, less than that furnished by 
its own plant. This, »f course, had little or no 
bearing on my statement that Oak Ridge’s own 
steam plant built the bomb. 

The argument that TVA vower buiit the 
bomb has been us2d many times for many 
things, always for the purpose of enlarging the 
Public Power crowd’s domain of government 
ownership. It was being used at that time. in 
Congress and elsewhere, to justify arother 
steam plant for the TVA. Mr. Clapp cited the 
increased requirements of Oak Ridge. He told 
a Congressional committee: 

“We now know that in addition to the re- 
quirements of our normal customer load, as we 
have estimated it, more is going to be expected 
of us with respect to the Oak Ridge atomic energy plant. Thev are 
plannirg an expansion, and they are counting on us to be able to 
mect their additional power requirements.” 

On top of this, proponents of the new steam plant introduced 
into the Senate debate, a letter from J. C. Franklin. “menager of 
Oak Ridge sperations,” Mr. Lilienthal’s employee, to the TVA, say- 
ang that Oak Ridge was expanding its facilities and it had concluded 
that tne rnost economical plan would be to get the additional power 
from TVA rather than stepping up its own power output. The letter 
bad been made available to Senator Hill of Alabama, by Mr. Clapp. 

It tock considerable wind cut of the opponents’ sails. They had 
reason to believe there was something phony somewhere, that it 
was some teamwork between Lilienthal’s atomic energy and TVA 
boys. They didn’t disguise their suspicions but there was little they 
could do. 

Wel, it now develops that Oak Ridge is planning, was planning 
at that time, to switch to natural gas. It hes gotten the appreval 
of the Federal Power Commission to construct a pipe line to cost 
$10 million. 

Oh, undoubtedly, this is just to be an additional supply. Un- 
doubtecdly, or so we will be to'!d, there will be full need for the power 
from Oak Ridge’s own steam plant, for that which it has been getting 
from TVA and that which it said in the letter read in the Senate, 
is exnected from the TVA in the future. 

For the time being, though it is interesting to know the new 
propaganda line the Atomic Energy Commission is: taking. Mr. 
Sturdevant in challenging my article, quoted an unidentified army 
officer as having said the reason the atomic energy plant was located 
at Oak Ridge-was because of the accessibility of water power. This 
could easily have been the case, of course. Indeed, it seems quite 
logical. 

Now, however, that the Atomic Energy Coimmission is trying 
te justify the construction of the pipe line, the propaganda is that the 
reason the Oak Ridge site was chosen in the first place is because 
of its proximity to big coal supplies in Kentucky, Tennessee and 
West Virginia. The plant, it is now explained, consumes 860,000 
tons of cOal a year. 


Gone, dropped, cast aside is the bunk about TVA water power 
building the bomb. 


5 


Why, one of the great worries of the bomb builders, we are now 
being told, has been a coal strike. During the miners’ strikes of °46 
and °47, the current propaganda runs, Oak Ridge’s coal stockpile 
dropped from .200,000 tons to 85,000 tons. 

So the bomb managers have come to the conclusion they just 
can’t jeopardize the nation’s security by denending upon coal. They’re 
converting to gas. It all sums up to the plain fact that it is im- 
possible to get the truth from the TVA-AEC crowd. 


Lilienthal dominates the scene. He was head of TVA and got 
to be head of the AEC on the propaganda that his miraculous TVA 
job made possible the bomb. His successor at TVA, Mr. Clapp, is his 
man. 


And regardless of what Lilienthal is now doing elsewhere under 
the secrecy surrounding the AEC’s operations, he has built up an 
-empire in the TVA area, 


First, the government takes a region, noted for its unpredictaole 
precipitation and the low water of its streams, and pours. out hun- 
dreds of millions of dollars in water power development. Then we 
learn this great water power utopia also has to have steam power. 
Now it has got to have natural gas. 


The thing that amazes me is the utter audacity of not only 
Lilienthal but his crowd. The pipe line was in the works at the 
very time they were saying Oak Ridge was to depend upon TVA 
for its additional power and therefore TVA must have an additional 
steam plant. They apparently had no fear that this would come out. 
They are really sure of their ability to hoodwink Congress and the 
people as well. 





Carlisle Bargeron 





Henry Harjes Joins 


| Chase National 
York and, more recently, was 
Dorem &¢ Vice-President of the export- 
us ompany import firm, Trading and Ship- 
Henry H. Harjes has joined| ping Inc. 
Doremus & Co., 120 Broadway,| Chief Finance Censor with the 
New York City, as an account Offi . * aheggeie 
executive. Mr. Harjes has been| Office of Censorship in Wash- 
associated with J. P. Morgan &/| ington, D. C., and also served 
Co. both here and abroad, the} overseas with OSS. 


Bank of New 








During the war he was | 


Management's Co 


Goldman, Sachs & Co., Investment Bankers, New York City 


Deploring current squeamishness in and out of government circles regarding mentioning “depression,” 
Mr. Walker sees obscure picture in situation. Says replacing “boom and bust” by planned or welfare 
state is ill-born philosophy, but contends we must recognize, as basic change, restoration of consum- 
er’s role in market place. Urges business managers keep their companies financially healthy and 
vigorous, and avoid excessive debt. Sees need of reviving buyer interest by reducing prices through 
more efficient business operation and organization. 


are still in the 
war economy 
which has 
now endured 
for some eight 
years. We 
continue to 
face huge 
government 
ex penditures, 
high taxation, 
aninflated 
money supply, 
high prices, 
high wages 
and the threat 
of deficit fi- 

nancing. Theff James Blaine Walker 
production 01 

goods is still large and employ- 
ment substantial. Conforming to a 
war pattern, the businessman can 
yet feel on his neck the hot 
breath of a paternal government 
seeking to plan his affairs more 
vigorously. Finally there looms 
the threat of a Third World Shoot- 
ing-War. 

During the last two years we 
have been proceeding along a 
precariously high plateau of pro- 
duction and employment. The ex- 
perience had many of the ear- 
marks of a boom. The pace was 
so fast that its continuance raised 
doubts in realistic minds. So for 
many there is no feeling of sur- 
prise in the fact that recently our 
prosperity plane has begun to 
lose altitude. 

We now realize that in ‘many 
respects consumers’ needs have 
been met. Pipe lines show signs 
of overly high internal pressure. 
Production has become disquiet- 
ingly spotty and unemployment 
has grown. Government is back 
in the money market peddling 
easy credit. 


Marshall 
achieved marked success, there 
are still many disquieting factors. 
Economic equilibrium in Europe 
is a goal of uncertain future. 
Great Britain is again making 
rather heavy weather of it. The 
Far East is in a mess. Rarely, if 
ever, in peace time have there 
been as many obstructions to a 
free flow of international trade. 


with reference to our immediate 


nessman is hung on the horns of 
no mean dilemma. There is much 
in the picture that favors con- 


to the disturbances and 
fusion that prevail and_ with 
today’s high break-even points 
in manufacturing, there is 


which has usually followed great 
wars—a business depression. 


At this point I find myself out 
of step with leading government 
officials and some business men. 
They have conjured up a frame 
of mind in which it is considered 
unhoiy to mention the word de- 


to expressions reminiscent of the 
Victorian era when gals were dis- 
embodied to the extent of not hav- 
ing legs in a mentionable way. To 





 *An address by Mr. Walker at 
the First Annual Business Con- 
ferences sponsored 


ness Administration of Rutgers 
University, New Brunswick, N. J., 
June 9, 1949. 








On the foreign scene while the) 
Plan and ECA have 


In appraising all these factors, 


bound to arise in the minds of. 
some the spectre of that event, 


pression. One must revert instead | 


jointly by. 
Sales Executive Club of Northern 
New Jersey and School of Busi- | 


By JAMES BLAINE WALKER* 





\ this current squeamishness I em- 
| phatically rebel. If we cannot have 


§ | open objective discussions and call 


/a spade a spade we have indeed 
fallen to a low estate. The man 
| who invented the expression “dis- 
inflation” belongs back there with 
those legless wonders of the 
' 1870's. 


Picture Is Obscure 


Now while I am willing to dis- 
cuss depression, I am. definitely 
not making predictions. The pic- 
ture is most obscure. It still looks 
as though 1949 would be an ex- 
cellent year for most businesses. 
Nevertheless I know a few con- 
cerns that right now are having to 
cope with sizable operating defi- 
cits. At best the situation is spotty. 

However difficult it is to chart 
a course these days let us remem- 
ber one thing — uncertainty is no 
stranger to our scene. American 
business men down through the 
years have demonstrated a capac- 
ity to cope with changing environ- 
ment and an-unpredictable future. 
We think these problems of ours 
critical and undoubtedly they are. 
But there have been many times 








adh 


ntribution to High Level Economy 


Decries government competing with its citizens. 


It is not at present difficult to describe prevailing conditions in the economic atmos- 
phere or to take a fix on some of the not-so-heavenly political bodies which control our af- 
fairs. Plotting a future course, however, is a horse of another color. Broadly speaking we 





in the past when our profit seek- 
ing forbears rested in no bed of 
roses. 

If. as sorne believe, we are now 
in for important business adjust- 
ments, I see nothing disastrous in 
that. One is apt to forget that in 
a free system some cyclical 
changes are inevitable. Where 
people have freedom of action 
there is a tendency to respond to 
common enthusiasms and to com- 
mon fears. Isn’t it better to en- 
dure the consequences of these 
things and retain a relatively free 
economy than to submit to the 
slavery of total government plan- 
ning? 

We hear a good many people 
declare that we must do away 
with booms and busts entirely or 
give place to the planned or wel- 
fare state. That is an ill-born 
philosophy. It sprang from that 
little group of New Deal zealots 
who sought to justify their ambi- 
tions for assuming control of the 
business community. They were 
obsessed with the belief that in 
themselves all knowledge had 


(Continued on page 28) 
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| This is under no circumstances to be construed as an offering of these securities for sale, or as an offer 


to buy, or as a Solicitation of an offer to buy, any of such securities. 


The offer is made only by means of the Prospectus. 


| NEW ISSUE 


June 13, 1949 


| 446,000 Shares 


| 


| 


| 


~ Central Illinois Public Service 
| Company 
| Common Stock 


($10 par value) 


Subscription Warrants evidencing the right to subscribe to these Shares 


have been issued by the Company to holders of its outstanding Common 
Stock, which Warrants will expire at 3 P.M., C.D.S.T., June 23, 1949, as 
more fully set forth in the Prospectus. Common Stock may be offered by the 
underwriters as set forth in the Prospectus. 


Subscription Price to Warrant Holders $14.125 per Share 


During the subscription period, the several underwriters may offer and sell 
shares of Common Stock, including shares purchased or to be purchased by 
them through the exercise of Subscription Warrants, at prices not less than 
the Subscription Price set forth above less any concession allowed to dealers 


| 


and not greater than the highest price at which Common Stock is then being 
wench offered by others in the over-the-counter market plus any concession allowed 
future the judgment of the busi-| 


to dealers. 
Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


tinued but moderated prosperity. | 
On the other hand giving weight | 
con- | 


The First Boston Corporation 





Blyth & Co., Inc. Central Republic Company Eastman, Dillon & Co. 
Glere, Forgan & Co. Goldman, Sachs & Co. Lelenan Eireinice 
Smith, Barney & Co. A.C. Allyn and Company 
Bacon, Whipple & Co. A. G. Becker & Co. William Blair & Company 
| Harris, Hall & Company Mantes & Weeks Julien Collins & Company 
| Paul H. Davis & Co. Farwell, Chapman & Co. The Illinois Company 
Kebbon, McCormick & Co. Laurence M. Marks & Co. Schwabacher & Co. 
' Straus & Blosser Ames, Emerich & Co., Inc. Blunt Ellis & Simmons 
H. M. Byliesby and Company Cruttenden & Co. Dempsey & Company 
Edward D. Jones & Co. The Ohio Company Carl H. Pforzheimer & Co. 
Sills, Fairman & Harris Stern Brothers & Co. F. S. Yantis & Co, 
Binion, Eichler &Co. Bosworth, Sullivan & Company _ Dixon Brotocher Necsiiit Ine. 
Pacific Company of California _— Pacific Northwest Company Scherck, Richter Company 
William R. Staats Co. Stifel, Nicolaus & Company Brown, Lisle & Marshall 
Davenport & Co. Dixon & Company First Securities Company of Chicago 
Carter H. Harrison & Co. Martin, Burns & Corbett, Inc. Mason, Moran & Co. 
| McJunkin, Patton & Co. Mullaney, Wells & Company Scott, Horner & Mason, Inc. 
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The Economic Outlook: Short-Term and Long-Term | 


By VICTOR LEA* 
Economist, Standard Brands, Inc. 


Though predicting continuation of recession extending into second 
because of government spending, there'll be no business collapse or 
nessed in previous periods. In long-term outlook, foresees uncertainty 
fare state,” and more inflation. 


quarter of 1950, Mr. Lea holds, 
precipitous price declines as wit- 
due to “primrose path toward wel- 


Sees moral disintegration of voters and drift toward socialism. 


I will divide my observations into two parts: the “near-term outlook” and the “‘long- 
term outlook.” I am purposely eliminating boring statistics, feeling that most of you are) Commerce, Toronto, Ont., Canada. 


raore interested in the figures displayed here on the beach than those contained in my) 





book. How-? 
ever, I will be 
glad to discuss 
basic statistics 
with anyone 
after the 
meeting is: 
concluded. 

As to the 
“near-term 
outlook,” since 
last fall I have 
been con- 
vinced that we 
were going to 
have a_busi- 
ness recession | 
which would 
continue per- 
haps into the second quarter of | 
1950, and expect the following: | 

Federal Reserve Board Index of 
Industrial Production, 1935-9= | 
100: From a high of 195 (Novem- 


eral Government, which will pre-| 
vent widespread precipitous de-| 
clines such as have previously 0c- | 
curred. 

(6) I believe that wage rates 
will be far more rigid due to) 
strong union entrenchment and) 
that reducing the cost of labor in 
a recession at this time will be ex- 
tremely difficult, if not impossible, 
Since wage rates in many indus- 
tries represent such a large pro-| 
portion of finished product costs, | 
this will tend to keep finished | 
goods prices at relatively high 
levels. i 

(7) Unemployment insurance 
and old age pension plans, which 
were not in existence in previous 
| business depressions, will cushion 








Victor Lea 


ber-December, 1948) to 160 bY) the shock of unemployment. Ex- 
December, 1949, or a total decline isting Federal pi a toa pro- 
of 18%. ' grams along these lines can always 


B.L.S. Wholesale Price “Com- be rapi 
9 : ik pidly expanded. 
bined” Index, 1926100: From the} (8) Gigantic Government public 


present level of 156 to 140-145, or) : 
, vi /works programs such as highway 
Baeeeene of 71-10% by December, modernization, school construc- 


1949. v : : etl 
“ ale .,,| tion, expanding hospital facilities, 
B. LS. war Fregucts Peet | ota.. are already blueprinted and 
Index, 1926=100: From the pres-| started if furth sialon 
ent level of 174 to 145, or a decline| C8P De § a es: —— - 
of 17% by December, 1949. ae = ae ) 
B. L. S. “Food” Price Index,1926| (9) Last, but not least, addi- 
==100: From the present level of | tonal foreign aid programs on a 
167 to 140, or a decline of 16% by) huge scale could be counted upon 
December, 1949. to rid ourselves of burdensome 
I am afraid that unemployment | commodity surpluses. 
amd the Business Failure yrs od I therefore believe that Govern- 
will score the only sizeable gains| ment activities and spending will 
between now and the first quarter | prevent the business collapse, pre- 
of 1950. I feel that corporate profits | cipitous price declines and pro- 
will decline because of high break-| longed depressions witnessed in 
even points caused by the rigidity | previous periods. Such measures 
of many cost factors. This in turn| will probably be felt about a year 
will probably be reflected in a|from now and U. S. business ac- 
further lowering of security prices,| tivity will again be artificially 
despite the fact that recent stock} stimulated. 
market action has discounted to a| *This outline of the “near-term 
considerable extent the poor cor-| outlook” leans heavily on not only 
porate profit outlook. a continuation, but an expansion, 
of Government spending. This 
Comparison With Previous might imply that I personally fa- 
Depressions vor such action. Nothing could be 
However, I believe that the cur- 


further from the truth. 
rent business and commodity price 
situation is in no way comparable 
to that which existed in this eoun- 
try in 1920-21, 1929-33 or 1937-38 
and that conclusions predicated 
on the history of these periods 
will be fallacious. 

I base this opinion on the fol- 
lowing: 

(1) This bas been the mort pub- 
lieized recession in U.S. history 
which makes it unique. We have 
learned much about the so-called 
business cvcle in recent years and 
#8 a consequence industry in gen- 
eral has been more cautious. 

(2) The business inventory sit- 
uation is rot nearly as top-heavy 
@s it was in previous setbacks. 

43) Various consumer goods in- 
dustries have had their individual 
cepressions and are fairly well 
liquidated. Soft goods lines should 





Long-Term Outlook 


Now let us consider the “long- 
term outlook.” There is no one in 
this room who hopes as much as I 
do that I am 100% wrong in my 
predictions. First. let me clarify 
my political beliefs. I consider 
myself a “liberal” and “progres- 
sive.” Webster defines “liberal” 
as: “Not narrow or contracted in 
mind; broadminded; not bound by 
orthodox tenets or established 
forms in political or religious 
philosophy; independent in opin- 
ion; not conservative.” 

“Progressive,” Webster defines: 
“Favoring or striving for progress: 
|especially in political and social 
| methods.” 

i have firmly believed for years 
end will continue to believe that 
ane Constitution of the United 
eT ape es 'States is the newest, most liberal 
Oe Ee ee durables|and progressive concept in gov- 
wv. ine frrther, ernment. I would like to add that 
‘ €4) Most important to me is the |t am against anything reactionary. 
fact that the U. S. dollar is no Let us consult Webster again. “Re- 
longer automatically controlled by actionary” he defines: “A counter 
@ convertible gold standard and| endency; 2 movement towards a 
government action alone deter- | former political or social policy.” 
mines the supply and cost of | It cannot be denied that govern- 
money. é | mental “planned economies,” pub- 

(5) Farm prices, which are the! lic works projects, currency de- 

, basement and the like are reac- 

“An address by Mr..Lea before| tionary by any interpretation of 
the Mid-Year Meeting of the Gro-| the word. The proponents of this 
eery Manufacturers Association of| type of government profess them-. 











| back 


most volatile group are, and in my|cating these “planned economy”! cyrrent 
opinion will continue to be, sup-| measures under Government con-| Market and Business Survey”— 
ported in some way by the Fed-|trol they are in fact the perfect} — F. Hutton & Co., 61 Broadway, 


antithesis of liberals and can only 
be termed the most violent re- 
actionaries. While they challenge 
the Constitution of the United 
States as a horse and buggy con- 
veyance, the ultimate result of 
their policies would be to carry us 
to the ox carts of the 
Babylonians. Planned economy 
programs are not only reactionary 
but have invariably been dismal 
failures. 

To prove this point we have 


only to look at a few planned) 
| economy experiments of centuries 


ago. 

2130 B. C.: The Code of Ham- 
mureabi, promulgated in 2130 B. C. 
established a wage and hour law 
for labor, which even took into 
account seasonal variation. Prices 
were also fixed and the general 
theme was security for the masses. 
Regulated also were builders’ fees 
and warehousing charges as well 
as rental of cows in milk, calves, 
oxen, wagons and freight and pas- 
senger boats. Historical records 
indicate that the Code had an ef- 
fect quite the opposite of that 
which was intended. 


1485 B. C.: The Hittite Code of 
1385 B. C. was a completely 
planned economy with wage rates, 
prices and everything else being 
regulated. The chief subjects dealt 
with, in order, were assault and 
battery, slaves, marriages, bandits, 
land tenure laws, feudal duties, 
military service, domestic animals, 
theft and damages, incendiarism, 




















Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 














| Canada — Monthly commercial 
|letter — The Canadian Bank of 





Stocks — Analysis in 
issue of “Fortnightly 


Copper 


|New York 6, N. Y. 

| In the same issue are discus- 
|sions of Food Machinery and 
| Chemical issues and a list of 20 
|'favorite holdings of investment 


| companies. 


| Defensive Common Stocks— 
| Brief analyses of Beneficial In- 
| dustrial Loan Corp., Commercial 
Credit, Food Fair Stores, Inc., 
General Shoe Corp., Greyhound 


Corp., Lehigh Portland Cement 








Co., National Biscuit, National 
Dairy Products, R. J. Reynolds 
Tobacco, Sterling Drug, Warner 


| Bros. Pictures and F. W. Wool- 
| worth Co.—Eastman, Dillon & Co., 
|15 Broad Street, New York 5, 
IN. Y. 

Also available is a comparative 
table of preferred stocks of Shoe 
Manufacturers. 





Economic Recovery of Europe 
and the ultimate effect upon gov- 
ernment bonds of Great Britain, 
Belgium, Sweden, Netherlands, 
Norway and Denmark — New 
study—Zippin & Co., 208 South La 
Salle Street, Chicago 4, Il. 





Impressions—Booklet of letters 
of appreciation from some of their 
clients—Available on request to 
corporate officers, attorneys or 
bankers—Ask for booklet X— 
Georgeson & Co., 52 Wall Street, 
New York 5, N. Y. 








horticultural laws, laws fixing 
wages, rent and prices and lawsi 
on adultery and rape. The end re-! 
sult of this was, through deterio-: 
ration of the economy. to deliver! 
the Hittites into the hands of the 
Assyrians. 

524 B. C.: Peisistratus in 524 
B. C. came forth with an old age 
pension plan, which was copied | 
in other ages in other lands, and | 
made him a great political success. 
It was through the medium of this 
offer of security to the people that 
he was able to overthrow the Gov- 
ernment of Solon. However, the 
prohibitive cost of the plan soon 
forced its abandonment. 


Roman history is rich in at-; 
tempts at planned economies, and 
they all had one thing in common | 
-—u!timate failure accompanied by 
great economic and political up- 
heavals. 

33 A. D.: Attempts at controlling 
the economy resulted in a great 
bank failure about 33 A, D. It took 
Tiberius four days to reopen the 
strong banks; the weak ones were 
never reopened. 


91 A. D.: In 91 A. D., in the reign 
of Domitian, an AAA was set up. 
In this year there was a bad wheat 
harvest and an overproduction of 
wine. To stimulate the production 
of wheat and at the same time 
nrotect the vineyard interests, the 
Roman Department of Agriculture 
provided an AAA. It decreed that 
no more vineyards be planted in 
Itaiy and ‘that 50% of the vine- 
yards in the provinces be de- 
stroved. A “Farm Credit Admin- 
istration” was organized which 
established an interest rate to 





Insurance and Bank Stocks— 
Comparative table—White & Co., 
Mississippj Valley Trust Bldg., St. 
Louis 1, Mo. 





Over - the - Counter Industrial 
Stock Index — Booklet recording 
10-year performance of 35 indus- 
trial stocks—National Quotation 
Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 





Unlisted Electric Utility Oper- 
ating Companies — Comparative 
table of 49 companies—New York 
Hanseatic Corp., 120 Broadway, 
New York 5, N. Y. 

Also available is a table of re- 
lated values for American Tele- 


| phone and Telegraph Co. 


“: * 
bat hk 


* 


Art Metal Construction Co., Inc. 
—Circular—H. M. Byllesby & Co., 
111 Broadway, New York 6, N. Y. 





Ashland Oil & Refining Co.— 
Circular—A. G. Becker & Co., 120 
South La Salle Street, Chicago 3, 
Il. 





Beatrice Foods—Analysis—Cohu 
& Co., 1 Wall Street, New York 5, 
N. Y. 

Also available is a report on 
Kansas City Southern. 





Brown & Bigelow—Analysis and 
Study—Stanley Heller & Co., 30 
Pine Street, New York 5, N. Y. 





Central Seya Company—Analy- 
sis—William A. Fuller & Co., 209 





farmers of less th®=” half the urban 
rate in Rome. This, too, was a 
failure. 

118 A. D.: In the reign of Ha- 
drian, in the year 118, an NRA 





|South La Salle Street, Chicago 
4, Ill. 
| Chicago Railway Equipment 


Co.—Circular—Swift, Henke & 


a oem Virginia Beach, Va.,| selves to be the ultimate in pro-| Was set up to alleviate the eco-' Co, 135 South La: Salle Street, 
une 6, 7 | 


gressive liberalism, but in advo-' 





(Continued on page 43) 


| Chicago 3, Il. 











Columbia Gas System—Circular 
—Ernst & Co., 120 Broadway, 
New York 5, N. Y. 





Commonwealth & Southern 
Corp.—Circular—Laird, Bissell & 
Meeds, 120 Broadway, New York 
5, N. Y. 





County Trust Co.—Descriptive 
brochure—Hayden, Stone & Co., 
25 Broad Street, New York 4, 
N. Y. 





Derby Gas & Electric Co.— 
Analysis—Ira Haupt & Co., 1l1l 
Broadway, New York 6, N. Y. 





El Paso Electric Co.—Analysis 
—Blair & Co., Inc. 44 Wall 
Street, New York 5, N. Y. Also 
available is a study of Public Util- 
ity Switches. 





Great American Insurance Co.— 
Analysis—Geyer & Co., Inc., 63 
Wall Street, New York 5, N. Y. 

Also available are brief data on 
Central Illinois Public Service and 
Interstate Power. 





Know Your Securities—Discus- 
sion of workings of the securities 
market—Westheimer & Co., 326 
Walnut Street, Cincinnati 2, Ohio. 





National Gypsum Corp.—Cir- 
cular —Fahnestock & Co., 65 
Broadway, New York 6, N. Y. 

Also available is a circular on 
Standard Brands, Inc., and Twen- 
tieth Century-Fox Film Corp. 





New England Gas and Electric 
Association—Annual report for 
1948—Write for a copy to H. C. 
Moore, Jr., Treasurer, 727 Massa- 
chusetts Avenue, Cambridge 39, 
Mass, 





Oregon Portland Cement—Late 
data—Lerner & Co., 10 Post Office 
Square, Boston 9, Mass. 





Pacific Petroleums Ltd.—Circu- 
lar—First California Co., 
Montgomery Street, San Francisco 
20, Calif. 





Plymouth Cordage Co. — Cir- 
cular—Schirmer, Atherton & Co., 
50 Congress Street, Boston 9, 
Mass. 





Seattle Gas Co.—Circular—Com- 
stock & Co., 231 South La Salle 
Street, Chicago 4, Il. 





Shawinigan Water and Power 
Co.—Analysis—James Richardson 
& Sons, 367 Main Street, Winni- 
peg, Man., Canada, and 80 King 
Street, West, Toronto, Ont., Can- 
ada. 





Southern Pacific S yste m— 
Study—Smith, Barney & Co., 14 
Wall Street, New York 5, N. Y. 





United Gas Corp.—Circular— 
Hirsch & Co., 25 Broad Street, 
New York 4, N. Y. 





Utah Idaho Sugar—New analy- 
sis—Edward L. Burton & Co., 160 
South Main Street, Salt Lake 
City 1, Utah. 





Warner Co.—Memorandum—H. 
M. Byllesby and Co., Inc., Stock 
Exchange Bldg., Philadelphia 2, 
Pa. 





West Penn Electric—Memoran- 


|'dum—A. M. Kidder & Co., 1 Wall 
' Street, New York 5, N. Y. 
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Our Enormous Investment 
Opportunities in Venezuela 


By HENRYK A. 8S. JORDAN 


Latin-American industrialist declares Verezuela offers American 
capital unparalleled chances for sound investment with fair return. 


Asserts her financial condition is 


sound with minimum of controls 


and restrictions. Although primarily agricultural, country’s pros- 
perity is based on oil. 


Visiting Venezuela—a tropical 


country in the coastal region and 


central plains of South America—one is transplanted from a world 


torn by crisis and threatened with 
uncertainties, to a land which is, 
With a Span- © 
ish speaking weayggecssess 
population of ia 
more than 
four million 
and a terri- 
tory larger 
than that of 
California, 
Oregon and 
Washington 
combined, 
Venezuela to- 
day is a land 
of unpara- 
lleled pros- 
perity and 
unparalleled 
opportunity. 

Oil is the basis of Venezuela’s 
presperity. The second largest oil 
producing country, Venezuela 
contributes one-seventh of the 
world’s supply. Oil makes it pos- 
sible for the government to main- 
tain favorable credit balances and 
to sustain sound domestic and for- 
eign credit practices. As a re- 
sult there are no restrictions on 
foreign exchange. 

Even a brief sojourn in Caracas, 
the beautiful and modern capital, 
would convince one of the many 
opportunities for industry and in- 
vestment. A thorough study of the 
economic situation would fortify 
one’s first impression. 

Investment opportunities await 
the investor in every field of eco- 
nomic endeavor. The country is 
primarily agricultural. Huge tracts 
of fertile soil could be most pro- 
ductive of cotton, sugar cane, 
coffee, cacao, and other crops. 
Yet, the country does not now 
produce sufficient foodstuffs - to 
support its people. Investments 
in modern farming equipment 
could supply the needs of the do- 
mestic market and leave plenty 
for export. If proper transporta- 
tion , facilities were available, 
Venezuela could become a large 
meat producing country. 





ee 





Henryk A. S. Jordan 


Industrial Production Insufficient 


Likewise, domestic industrial 
production fails to meet the stead- 
ily increasing needs of the coun- 
try. Production of cement in 1936 
was 128,000 metric tons, repre- 
senting only 25% of consumption. 
The difference between produc- 
tion and need as exemplified 
above could be applied to almost 
every commodity. In a market 
hungry world, Venezuela is ready 
and waiting to do business at 
profitable terms with anyone 
who realizes the country’s great 
potential and inexhaustible re- 
sources. 

Oil is, of course, the foundation 
of the country’s prosperity. Our 
industrial civilization turns oil 
into power and wealth. From a 
production of 120,000 barrels in 
1917, Venezuelan production in- 
creased to 435 million barrels in 
1948 of which 397 million barrels 
were exported. The fields are lo- 
cated in the Lake Maracaibo re- 
gion of the Northwest. Explora- 
tions have also been made in the 
Guarica Area, southeast of Ca- 
racas, and it is said that the new 
fields will prove to be not less 
rich than those in the lake re- 
gion. Since 1935 new refineries 
kave been completed and others 
are under construction. 


Gold 


There is also gold in Venezuela. 
During the first eight months of | 





dangerous economic and political 
indeed, a phenomenal exception. 








26,500 oz. of this precious metal. 
Rich diamond mines of Eastern 
Venezuela reached a production in 
1947 of 60,045 carats. 

Iron deposits at the mouth of 
the Orinoco river are estimated 
to hold 60 million tons of ore with 
an iron content of 60%. Other 
mines are said to contain another 
50 million tons of ore. Other min- 
eral deposits include: coal, copper, 
tin, lead, asbestos, magnesite and 
cinnabar. 

In the past, oil absorbed the 
greater vart of the financial re- 
sources and economic efforts of 
the country. With such a great 
source of wealth, Venezuela could 
afford te neglect other fields of 
activity. But an ever increasing 
population and a desire for a 
higher standard of living requires 
development of other industries. 
The present healthy financial sit- 
uation of the country is the re- 
sult, in large :neasure, of the fa- 
vorable atmosphere created by 
the present leaders of the nation 
for new undertakings and well 
planned enterprises. This be- 
comes most obvious in a review of 
the economic conditions of other 
countries whexe frustration caused 
by exchange restrictions co-exists 
with fears of economic depression. 

In this connection the December, 
1948 statement of Banco Central 
de Venezuela, the only bank issu- 
ing banknotes in the country, 
showed assets in gold foreign ex- 
change in the amount of 1,084,- 
055,675 Bolivars (approximately 
three Bolivars equal one American 
Dollar), while notes issued by the 
Bark were valued at only 69,293,- 
$25 Bolivars. 

The Venezuelan future is bright. 
With a _ people confident and 
bearing good-will, Venezuela 
looks foxward to continued and 
ever increasing prosperity. Her 
government would welcome far- 
sighted industrialists willing to 
help the country take its rightful 
place among the nations of the 
world. 


Investment Opportunities 


Almost any field of activity of- 
fers good returns for investment. 
The most promising fields are 
those of mining and production of 
iron and other metals, machinery, 
foodstuffs and chemicai, and all 
those endeavors which would help 
the country to attain some degree 
of self-sufficiency. Her needs are 
great and can be filled only 
through large scale undertakings. 


Venezuela’s financial life is well 
ordered and soundly organized. In 
the Central Bank one feels a clear 
concept of organization and stabil- 
ity characteristic of the banks in 
New York, London, or Paris. 
There are no signs of labor con- 
flict and the whole population is 


actively cooperating in the devel- 
opment and in the welfare of the 
country. 

Venezuela today offers unusual 
opportunities for sound invest- 
ment and a fair return on capital. 


Wm. C. Roney Co. Adds 


(Special to THe FInaNciaL CHRONICLE) 

DETROIT, MICH.—Clarence F. 
Avery has been added to the staff 
of Wm. C. Roney & Co., Buhl 
Building, members of the New 





1948 the mines yielded a total of | York and Detroit Stock Exchanges. 





No Cause for 


By VERGIL D. REED* 


Jitters in Business Outlook 


Associate Director of Research, J. Walter Thompson Company 


Asserting business is still unusually good and that recession from peak was desirable happening, taken 
in time, marketing specialist holds only real cloud in business sky is consumers’ hesitancy to buy. 
Urges price reductions to maintain output and selling volume, and scores newspapers for misinterpret- 
ing economic data. Lists as favorable economic factors: (1) size of export market; (2) growing popu- 
lation; (3) high personal incomes and wages; and (4). tremendous liquid assets in form of savings. 


In recent testimony before a Congressional Committee, my friend, Dr. A. D. H. Kaplan 


summed up the present situation 


quite neatly when he said we had reached the stage 


where the baby had to be burped. We could with equal aptness say that we had just finished a 


rather breath- 
less chase after 
fool’s gold at 
the end of the 
inflation rain- 
bow. Now that 
that alluring 
glitter has 
faded we start 
whistling in 
the dark. 

Long faces 
are not typical 
of Americans, 
but we do get 
the jitters 
easily — and 
the jitters, if 
adequately 
pampered, can either bring on a 
nervous breakdown or make a 
hypochondriac out of an organic- 
ally sound economy. Under pres- 
ent favorable conditions, Ameri- 
can business will have to try very 
hard indeed to become a hypo- 
chondriac, let alone making itself 
really sick. Our thoughts and en- 
ergies can surely be put to better 
“ae but faith must be bigger than 
ear. 


Strangely enough, many busi- 
ness and government leaders alike 
have grossly underestimated the 
vitality and stamina of the Ameri- 
can economy, its industries as 
well as the market, That has been 
true in the distant and near past. 
It is true at present, when many 
are seemingly so busy looking for 
hidden weaknesses that they en- 
tirely overlook obvious strengths. 


We heard loud wails about un- 
employment reaching 10 million 
to 12 million during our post-war 
reconversion period. The maxi- 
mum was 2.7 million. We hear 
those same wails today in spite 
of the fact that the number of 
people employed was greater in 
December, 1948, and in January, 
February and March, 1949, than 
in the same months a year pre- 
vious. The small increases in un- 
employment for those months are 
accounted for by new additions to 
the labor force. 





Vergil Reed 


Readjustment Natural 


The present period of recession, 
reflation, disinflation, readjust- 
ment, or any other fancy name 
you wish to give it, is not only a 
natural but a desirable happening 
which we should welcome and 
and ride out rationally with 
thanksgiving that it was delayed 
longer. On March 26, 1947, I said 
in speaking to a group of bankers, 
“The trend to further inflation is 
the only barrier I can see to the 
enjoyment of a long period of 
sound prosperity to the great ad- 
vantage of all. If our business 
leadership is not capable of solv- 
ing this clear-cut and definite 
problem, and solving it decisively, 
aggressively, and quickly, the 
penalties will be crushing, the 
public will lose faith, and the pri- 
vate enterprise system definitely 
will be in the dog house both at 
home and abroad. People will 
fail to recognize the fact that the 
cause of the failure will be the 
shortsightedness of people, rather 
than the failure of the system.” 

While some further drop in 
prices must be expected, there is 
certainly no reason or cause for 
any depression even approaching 
the severity of that from 1920-21 
when prices fell suddenly and 





*An address by Mr. Reed before 
the Institute of Cooking and Heat- 
ing Applianee Manufacturers, Cin- 
cinnati, Ohio, June 7, 1949. 











far. Even by the end of 1950 it is 
doubtful if wholesale prices will 
hove fallen as much as 20% from 
1948 peaks. The retail price index 
actually rose very slightly in both 
March and April, but little was 
said about that fact in the press, 
nor about recent rises in whole- 
sale food prices. 

Business is still unusually good 
measured by any standard. Now 
that June is here and none of the 
dire forebodings of January have 
come true, it is time we face the 
facts—and they are very encour- 
aging. 

Until the present readjustment 
appeared, everybody was clamor- 
ing for it. Now we have it. 
Baby’s tummy ache is a natural 
result of too rapid feeding and in- 
take of too much air. Let’s burp 
him and get it over with. He 
isn’t going to die. He isn’t sick. 
He’s going to thrive, if we don’t 
go into hysterics and scare him to 
death. 


Our economic climate and out- 
look are remarkably favorable 
with only slight cloudiness and 
turbulence here and there. We 
will consider the clouds and 





bumps first, the favorable facts: 
later, and then take a look at 
what to do about it. 


Clouds and Turbulance 


The temporary reluctance of 
both business and consumers to 
spend money is the biggest and 
blackest cloud in our economic. 
sky. So far this decline in retail 
sales and business buying is smail 
and is bringing a slow drop in 
many prices. However, purchas- 
ing power is abundant and widely 
spread. This is a waiting for bet- 
ter values, and postponed buying 
plus ample purchasing power 
spells greater demand when bet- 
ter values are offered. The only’ 
danger is that the tug of war be 
too prolonged before better values 
are offered and aggressively pro- 
moted. 

Newspapers and news maga- 
zines are encouraging undue pes- 
simism through misinterpretation 
of the facts and absolutely mis- 
leading headlines. A New York 
headline blares forth “U. S. April 
Job Figures Show Seven-Month 
Drop—lIndustry in its worst post- 


(Continued on page 26) 
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This is under no circumstances to be construed as an offering of these securities for sale, or as an offer 
to buy, or as a solicitation of an offer lo buy, any of such securities. 
The offer is made only by means of the Prospectus. 


NEW ISSUE 


June 15, 1949 


80,000 Shares 


Central Arizona Light and Power 
Company 


$2.50 Cumulative Preferred Stock 


$50 par value . 


Price $50 per share me: 


Plus accrued dividends from June 1, 1949 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation 


Blyth & Co., Inc. 


Merrill Lynch, Pierce, Fenner & Beane 


Stone & Webster Securities Corporation 


Central Republic Company 


(Incorporated) 


Newhard, Cook & Co. 
William R. Staats Co. 


Stroud & Company 


Dean Witter & Co. 
A. C. Allyn and Company 
Incorporated 


Pacific Company of California 
Ball, Burge & Kraus” 


Incorporated 


Hill Richards & Co. 

Refsnes, Ely, Beck & Co. 
Walston, Hoffman & Goodwin 
Butcher & Sherrerd 
Estabrook & Co. 


Crowell, Weedon & Co. 
Kebbon, McCormick & Co. 


The Milwaukee Company 
Shuman, Agnew & Co. 
Bosworth, Sullivan & Company 
Elworthy & Co. 
Smith, Moore & Co. 











Sutro&Co. Wagenseller&Durst,Inc. Henry Dahlberg and Company 

Davis, Skaggs & Co. Grimm & Co. Wesley Hall & Co. 
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: Public Utility Securities 











Delaware Power & Light 








Delaware Power & Light currently sells on the New York Stock 


Exchange around 1942, 


pays $1.20 and yields over 6%. 


in the 12 months ended March 31, based on an increased number 


of shares, were $1.76 (after 17c amortization), a gain of 49% over 


the previcus 12 months’ period (based on the same nuinber of 
shares). The stock is currently selling at about 1! times earnings. 

The company expects to spend about $17 million for construc- 
tion this year, $21 million in 1950 and $15 million in 1951, or a total 
of $53 million. This compares with a net plant account of about 
$47 million (including subsidiaries) at the end of 1948 (excluding 
depreciation and plant acquisition adjustments). Thus plant account 


will be nearly doubled. Largest item in the program is the construc-i\decades to: 


tion of a 132,000 KW steam generating station in Wilmington, to be 
ready in 1951, which will account for about half of the overall pro- 
gram; a 33,000 KW addition to the Vienna Plant will also be con- 


structed. 


Of the $53 million required funds about $13 million will prob- 
ably come from cash on hand, retained earnings, and depreciation 
and amortizatien. Four million dollars was obtained in March from 
the sale of 232,520 shares of common stock. The company is cur- 
rently obtaining about $15 million from the sale of $10 million first 
mortgage and collateral trust bonds and 50,000 shares of preferred 


stock. 
security sales. 


This will leave $21 million to be obtained through future 
Construction costs are now declining and it may be 


that the finance program can be curtailed somewhat as a result. No 
prograin has been laid out in detail, but the company will probably 


try to maintain the capital ratios around their present level. 


Pro 


forma capitalization is now 475% debt, 19.2% preferred stock, and 
33.3% common stock equity. Common stock book value is about 18. 
The company may not have to do any further financing until the 


summer or fall of 1950. 


The big jump in earnings during the past year appears to have 
been due to an inercase in gas rates plus increased sales and lower 
fuel costs. It appears likely that share earnings may taper off around 
the present level, as sales are now running a little under last year. 
The $1.20 dividend, reflecting a 68% payout, seems conservative. 


The company’s revenues are about 83.4% electric, 16.2% 


gas 


and 04% ice and refrigeration service. It obtains two-thirds of its 
electric requirements, and substantially all its gas, from Philadel- 
phia Electric Company. The territory served with electricity is 
widely diversifiec, including the highly industrialized city of Wil- 
mington with an estimated population of 125,000, and the farm area 
(specializing in poultry) extending south to Cape Charles, Virginia. 
The company serves the entire State of Delaware (it is perhaps the 
only company to serve an entire State) and portions of Maryland 


and Virginia. 


The territory is generally known as the Delmarva 


Peninsula, being separated from the mainland by Chesapeake Bay. 


Total population served with electricity is 382,000. 


Due to the large proportion of rural territory average residen- 
tial KWH revenues last year were 3.96 cents. In April 1948 the use 
of fuel clauses was increased, and about 80% of all electric sales 
(and all gas business) are now subject to automatic rate adjustments 
for fuel costs. At the present time the company is subject to regula- 
tion within Wilmington by a local utility board, but there has been 
no State regulation of utilities. However, a three-man commission is 
now being created which will supersede the local commission. 

The long-term trend seems favorable. The Wilmington plant, 
when available in 1951, will save the cost of constructing new trans- 
mission lines (including under-river cables) and will substantially 
veplace the power now purchased from Philadelphia Electric. There 
are several big projects in the territory which augur well for future 
growth. DuPont is now centralizing all its research faciltiies in a 
new $30 million development; and two big bridges are projected, 
each to cost about $30 million—one over the Delaware River and 


one over part of Chesapeake Bay. 





With E. F. Hutton & Co. 
(Special to THe FINaNcIaAL CHRONICLE) 
LOS ANGELES, CAL.—William 
H. Bateman has become affiliated 
with E. F. Hutton & Co., 623 





South Spring Street. 


Two With Herrick, Waddell 
(Special to THe FINANCIAL CHRONICLE) 
KANSAS CITY, MO.—Maxine 
Bryant and Earl B. Musser have 
joined the staff of Herrick, Wad- 
dell & Reed, Inc., 1012 Baltimore 


Avenue, 

















Write for a copy to: 
', HC. MODRE, ‘JR. Treasurer 
727 Massachusetts Avenue, Cambridge 39, Massachusetts 


Tells an interesting story of our operations 
in the year and our plans fer the future. 
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be some economic fluctuations. Not 





Can We Maintain a High Level Economy? 


By W. WALTER WILLIAMS* 


Chairman, Committec for Economic Development 


President, Continental, Inc, 


Defining high level economy as reasonably full employment, combined with efficient production and 

high rate of economic progress in a free society, Mr. Williams says it can be achieved if we use prop- 

erly our economic “know-how,” and at same time do not lose freedom in efforts to maintain it. Cites 

as basis for future confidence: (1) ovr strengthened monetary system; (2) continued high government 

spending; (3) our income tax system; (4) our uremployment compensation and agricultural price pol- 
icy, and (5) our determination to avoid another depression. 


I would like to take a moment to explain what the subject under discussion means to 
me. As I am choosing to define it, the question we are considering is one of the two or 
three great questions of our time. The answer to it will basically determine the course of 


history in the ° re 
Yyitt that the possible limitations upon 


come. I think 
there is dan- 
ger that we 
may look at 
this question 
in a way that 
makes it 
either too 
easy or too 
difficult and 
in either case, 
unimportant 
or even triv- 
ial. One way 
of looking at 
this question 
is to interpret 
it as meaning, “Can the United 
States maintain full employ- 
ment?” Now if this were all we 
were after there would be no 
doubt that the answer is yes. If 
all we want is full employment 
there is nothing easier to achieve: 
we could get that by a gigantic 
boondoggling program. But cer- 
tainly this is not all we want and 
we would not be satisfied with 
this objective if we achieved it at 
the price of other important ob- 
jectives. 

At the other extreme we might 
define the question as “Can the 
United. States maintain continu- 
ous, full employment and efficient 
production, tegether with eco- 
nomic progress and _ increasing 
standards of living in a free so- 
ciety?” If we take these words 
“continuous full employment” 
literally, I have no doubt that the 
question is unnecessarily difficult. 
A free and progressive economy 
implies change and adaptation. In 
a world of imperfect foresight and 
immobility, it implies the possi- 
bility of error and friction. There- 
fore it means that employment 
would not and probably should 
not at any time be perfectly full, 
and that there would be and should | 





W. Walter Williams 


only is this objective or combina- 
tion of objectives unattainable; it 
is also more than we really need. 
Our real question is whether we | 
can achieve something less than | 
that, but still more than we have | 
achieved in the past. The true 
objective is reasonably full em- 
ployment, subject only to minor | 
fluctuations, combined with effi- 
cient preduction and a high rate | 
of economic progress in a free | 
society. What we are after is not | 
merely a high level economy, but | 
a high-energy and high-opportu- | 
nity economy as well. 

I believe that this objective is 
within our capacity to achieve. I | 
can only say that I believe it is | 
within our capacity. Its achieve- 
ment‘is not ineviable or certain. 


Obstacles Not Insuperable 

We can no longer delude our- 
selves into thinking that there are | 
ne unsolved problems. But I be- 
lieve that when we look at our 
problems, appraise what we have | 
and what we haven’t, we shall | 
see that the obstacles to achieve- | 
ment of this important objective | 
are not necessarily insuperable. | 

I should be clear at the outset | 








*An address by Mr. Wiiliams at | 
a Business Conference of the'/| 
School of Business Administra- | 
tion, Rutgers University, and the | 
Sales Executives Club of North- 
ern New Jersey, New Brunswick, 
tN. J., June’ 9; 1949, 





| basic raw materials. 
| are 


| productive resources. 
| large, efficient and energetic labor 


'iron ore or fertile soil. 


technique for 
| niques, we shall continue to prove 


our achievement of this objective 
do not lie in the supply of pro- 


' | ductive resources—in the supply 


of Jabor, plant and equipment or 


other countries or other times, we 
abundantly provided with 
We have a 


force. Our managerial talents are 
the envy of the rest of the world. 
We have been endowed by nature 
with (tremendous natural _re- 


sources. More important than any 
of these, we have the capacity for 


creating capacity and the tech- 
nique for improving technique 
Our. national income 
that we can maintain the world’s 
best standard of living and at the 


same time devote a large part of ‘economy are how well we under- 
our current output to expansion of | 


| our 


Most 
con- 


productive facilities. 


countries of the world are 


Relative to! 


which action can be taken—is the 
effectiveness with which we use 
our resources to produce what the 
country wants, including  in- 
creasing our capacity to produce 
in the tuture. 


What Is At Issue 
What is at issue is the adequacy 
of our social institutions, our pub- 


| lic and private policies, our eco- 
/nemic know-how and our gen- 


eral standards of values. Of this 


list it is the knowledge and the 
| values that are the main things. 


iWant to 
| policy can 


is so high | that will serve us more effectively. 


If we know how to do so and 
do so, institutions and 
be changed in ways 


| The ultimate iimitations upon our 


fronted with a difficult choice be- | 


tween using their current produc- 
tion to maintain and slightly im- 
prove consumption levels and 
devoting some output to the im- 
provement of their 
produce in the future. We also 
have that choice, but because we 
make it within the framework 
of a relatively large per capita 
income, the choice is much easier 
for us. Furthermore, we have in 
our large and well-organized sci- 
entific facilities and personnel, 
the instrument for a continuous 
improvement of the technology of 
production. 


Question of Exhaustion of 
Resources 


I am aware that many people 


are greatly concerned over the 


possibility that we shall soon ex- 
haust our supplies of petroleum or 
I believe 
that such people serve a useful 
function, but not as forecasters. 


They serve the function of alert- 


ing us to a »vroblem which must 
be solved and the solution of 
which makes their forecasts false. 
I believe that so long as we have 
this great capacity for increasing 
capacity and highly developed 
improving tech- 


these forecasts wrong. 


It is quite obvicus that one ma- 
jor aspect of this combined ob- 
jective, the high employment 
aspect, is not a problem of the 
supply of resources in any fun- 
damental sense. Geographical or 
industrial bottlenecks may, from 
time to time, cause frictions which 


capacity to | 


capacity to maintain a high level 


| stand the way in which our eco- 


nomic system works and how 
badly we want it to work better. 

Our economy can make ef- 
fective use of the gasoline engine 
if a relatively small number of 
persons learn the principles of 
manufacturing and operating such 
an engine. The tremendous iech- 
nological development of our 
times rests upon knowledge that 
is in a relatively few minds. But 


'the effective functioning of our 





make the level of unemployment | 


somewhat higher than it might 


' otherwise be. But the really seri- 


ous problem is a problem of util-| 


izing the resources that we have. 


I do not wish to imply that the 
supply of resources is not a lim- 
iting factor in our economic well- 
being. It is the basic limiting 
factor. Despite our relative 
abundance we are a poor country 
by the standard of what we would 
like to have. It is important to 
recognize this. It is important to 


to what the economy can pro- 
vide, no matter how eificiently it 
operates. We shall be doing our- 
selves a great injury if we demand 





economic and social system de- 
pends upon very widespread 
knowledge of the principles and 
possibilities of a highly complex 
and interrelated system. We can- 
not leave the making ot social de- 
cisions to a relatively few social 
scientists. It would cease to be 
our -system if we did that. So 
the question whether we have the 
kind of knowledge necessary to 
make our economic system func- 
tion more adequately is not 
whether that knowledze exists in 
the minds of a few experts, but 
whether that knowledge exists in 
or can be translated to the minds 
of a very large part of the popu- 
lation. 

Ferhaps even more important 
than the question whether 
know how to maintain an econ- 
omy of reasonably nigh employ- 
ment and efficient production 
consistent with progress and free- 
dom, is whether we really want 
to do that. Of course everyone 
will recognize that the objective is 
a desirable one. But will there 
be sufficient acceptance of this 
general and long-run objective if 
it should come into conflict with 
group of short-run purposes? 

When one states one’s confi- 
dence about our ability to main- 
tain reasonably high employment 
in a progressive and free society, 
it is naturally the high employ- 
ment aspect of this objective that 
comes into auestion. Because we 
have had progress and freedom we 
tend to take them for granted. 
Because our generation has lived 
through one oi the worst depres- 
sions in history, we are obsessed 
by the difficulty of maintaining 
high employment. I think it is 
quite possible that in this way we 


; . ., have reversed the proper emphasis 
recognize that there are limits | in the question. Because we are 


/so Gbsessed with the problem of 


frcm the economic system more, 


than its résources’ are able to 
provide: But having recognized 
this, the great probtem —in the 


} 
; 


- | 
| sense of the great question about! 





high employment we may over- 
compensate. That is. the real dan- 
ger inay not be that we fail to 


maintain reasonably high employ- 

ment, but that we take action to 

meirtain high employment which 
(Continued on page 38) 
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LETTER TO THE EDITOR: 


A Plea for Sharing Commissions | 


On Exchange Transactions 


Lawrence F. Smart, over-the-counter dealer of New Orleans, says 

ail_ng securities business could be given a new lease on life if stock 

exchange members would be permitted to share commissions with 
non-members on business latter originate. 


Editor, Commercial & Financial Chronicle: 

Ona all sides one hears of the iack of profits among the members 
‘of the big Stock Exchanges. Some say that if it were not for com- 
missions received irom the grain and cotton business, nearly all brok- 
erage houses would be running in the red. 


In looking about for scapegoats®- 


upon whom to lay the blame for 
this situation, wnat about looking 


into our own family? We find two | the over-the-counter dealers. 
the | a suggestion to turn the unwilliag 


branches handling stocks. 


| 


wager the Listed business will 
deuble or triple with the help of 
As 


listed securities and the unlisted | over-the-counter dealers into en- 


securities families. 
Do they cooperate for their 


| thusiastic 


mutual benefit and for the good | 


of the business? 
answer is emphatically No. 

The reason that I, an over-the 
‘counter dealer, employ the phrase 
above “emphaticaily no,” is that 
not one whit of compensation is 


I would say the) 


passed on to the unlisted securities | 


dealers for the 
which they are forced at times to 
accep, and to execute for the full 
and entire benefit only of the Ex- 
change members. 


The Exchange members 


listed business| 


salesmen, Exchanges 
should allow bona fide non-mem- 
ber dealers 40% of gross commis- 
sions if they do the bookkeeping 
on their own clients’ transactions 
25% if the Exchange member has 
to do it for them. This rate is by 
no means too hich, as certain mem- 
ber firms provide wire service and 
clear transactions for out-of-town 
Exchange members for less than 
60% of the gross. 

They should not be afraid of 
losing teo many of their men who 


| might want to go into business for 


may | 


not realize it, but the over-the-| 
|pay an independent salesman more 


counter dealers are burdened by 
a cruel competitive disadvantage 


in the non-allowance of a part of | 


commission to them. Certainly it 
is unjust. 

And why are we unwillingly 
forced by circumstances to accept 
such business? Because the listed 
branch of the securities family is 
fortunate in having its wares put 
before the public by plenty of free 
advertising. Some daily newspa- 
pers are devoted almost entirely 
to listed quotations, to news of 


compaiiies whose stocks are listed | 
and to opinions as to the course) 


of the listed market. Almost all 
Metropolitan daily papers devote 
part of a page to listed quotations. 
‘Also many magazines and large 
statistical organizations are pri- 
marily engaged in _ publicizing 
listed securities. No wonder lots 
of investors only want to buy se- 
curities where tney can watch the 
day-by-day quotations. 

The over-the-counter section of 
the securities business has no in- 
terest — except speculative 
course—in helping to stem a break 
in tke listed market—and way 
should they? They don’t get any 
part of the commissions. However, 
over-the-counter securities suffer 
in a downswing—why should peo- 
‘ple buy the unlisteds when you 
can get listed stocks in the same 
industries cheaper? 

It seems to me that the whole 
securities fraternity stands by with 
a do-nothing attitude when stocks 
slip lower and lower below their 
real vaiue. Apologies are here 
noted to those Exchange member 





firms who do try to stop inves-. 


iors from throwing securities away 
at far less than their real value. 
{ particularly refer to the’ com- 
mendable “Aw Nuts!”” newspaper 
ad of a prominent firm several 
months back. In fact several clever 
ads have been presented. but not 
enough. Anyway. .a. start in the 
right direction has been made. In- 
cidentaily. a campaign to get the 
same beneficial advertising rates 
enjoyed by department = stores 


would help financial advertise- | 


ment. 


of | 


themselves. Mathematically it 
works out the same whether you 


Or pay an employee less and also 
pay his maintenance. 

The over-the-counter dealers 
may also tap a new class of buyers 
—the masses. This arrangement 
could make the market course 
smoother witn less ups and downs 
by providing more salesmen to 
sell the goods on the counters of 
the Stock Exchange. 

If Listed stocks were mer- 
chandised in the same manner as 
department store articles, that is 
from wholesaler to retailer to pub- 
lic, or as insurance, from whole- 
saier (state agents) to retailers 
(local agents), we would witness, 
I believe, a much larger business 
for the wholesaler (exchange 
member), a much steadier busi- 
ness and a greatly improved bus- 
ines3 economy. 

Remove this roadblock to a 
larger traffic in securities, and let 
all men in the securities business 
participate in all phases of that 
business, without anyone having 
<® apologize to any investor for 
charging an extra commission. The 
over-the-counter men are now 
used to seiling large blocks of 
listed securities after the close of 
the listed market. The very next 
cay this same over-the-counter 
dealer loses interest in the secu- 
rities that he sold because he no 
longer can make a commission out 
of them. Also remedy this un- 
natural situation. 


If anyone eise holds the same 
opinion On the matter of the =x- 
changes thusly enlarging their 
sphere of activity, they could help 
by writing the Exchange member 
through whom they do business 
and by endeavoring to get addi- 
tional publicity. 

In conclusion, we members of 
the Securities family, whether we 
realize it or not, are pretty im- 
portant to the American way of 
life. Let's eliminate if possible 
deep bear markets whose very 
publicity generates a slackening 
of business activity and brings on 
depressions. A_ united, firmly- 
welded front. a rebirth of the 


| fighting spirit of the old toughened 


And now to cure the ailing el ‘operators of former decades of 


tient. The question has been asked, 
when one takes sick in a public 
place—is there a doctor in the 
house? Among the Unlisted Se- 
curities family, there are plenty of 
good and highly trained doctors 
“(salesmen, sole proprietors, part- 
ners, etc.) who can treat the pa- 
tient and thereby earn a reason- 
able fee. Mind you,-it costs a lot 
to train a salesman—so why not 


Stock Exchange glory, will do the 
trick. Let’s pull together right 
now for a bigger and better stock 
and bond business, for a stronger 
and more secure America. Pull 
together not only with one an- 
other but with labor and with our 
duly elected government. 


LAWRENCE F. SMART, 


| Hibernia Bank Bldg. 


grab at the golden opportunity to | New Orleans, La. 


acquire thousands overnight? Il’ May 27, 1949. 


| 
} 








Wage Policy in Recessions 


By DR. L. ALBERT HAHN* 


Economist cites past German and French experience as forecasting likely resistance to wage adjustments 
here. Asserts forcing of wage inflation in an otherwise deflationary environment, fellowing Keynesian 
philesophy, would disastrously aggravate depression and disrupt American economy. Maintains adjust- 
ment of costs to new price level necessary te keep economy going without ever-renewed inflationary 
injections. Pleads for us to put economic lews te work again and rebuild free economy. 


ZURICH, SWITZERLAND—From many sides, especially labor leaders, the argument 
is presented that in a recession wages must be raised in order to maintain purchasing power. 


In view of the inclination of the unio 
flationary en-®—— 


vironment, the 
question 
whether this 
will alleviate 
or aggravate a 
depression 
may prove 
vital to the 
American 
economy. 
Theidea that 
raising of 
wages is a 
means of as- 
suring full 
employment is 
an outgrowth 
of-.-Loréd 





Photo: H. N. Rubten 
Dr. L. Albert Hahn 


Keynes’ theories. 

Nowhere does the difference 
between Keynesian and _ pre- 
Keynesian economics show up 
stronger than in the matter of full 
employment policy. 

Classical-neoclassical economists 
had not the ambition to “main- 
tain full empioyment.” Their idea 
was: every boom is followed by 
a depression during which the ex- 
cesses of the boom have to be 
corrected and liquidated; the price 
level is bound to fall. Interfer- 
ence by interest rate manipulation 
or deiicit spending can prevent 
the price level from falling too 
far below an “average” level. Be- 
fore this happens no real recov- 
ery is possible. Only an economy 
where costs have been adjusted 
to the new price level keeps going 
in a “natural way” without ever- 
renewed inflationary injections. 


Keynes’ Ambitions 

Keynes’ full employment policy 
is more ambitious. It does not 
aim at restoring but at maintain- 
ing full employment. But this 
aimbition is somewhat involuntary. 
For in his system full employ- 
ment cannot be restored through 
wage adjustments. 


mand support. Wages cannot be 





*This article contains excerpts 
from Dr. Hahn's recently pub- 
lished book, “The Economics of 
Illusion” (Squier Publishing Co., 
20 Broad Street, New York City) 
—EDITOR. 


It can only be} 
muintained through price and de- | 








lowered in view of labor's resist- 
ance to lowering of money wages 
and in view of threatening ‘‘over- 
saving deflation” which would 
evercompensate the effects of 
lowering of wages. There is only 
qne way out: inilation or reila- 
tion by manipulating the interest 
rate downward and by govern- 
ment spending. If a man is taking 
a bath and the water in the tub 
is shallow he must lower his body 
to be covered: If he does not 
lcwer himself the only other way 
to be covered is to run more water 
into the bathtub. 


“Refilling the Bathtub” 


We have tried to show that such 
“refilling of the bathtub” is prac- 
ticable only.in very. special situ- 
aticns, for instance, during a de- 
pression, after the excesses of the 
previous boom are already well 
liquidated, but never with a view 
to extending a dying boom. Other- 
wise, to go back to our metaphor, 
the water will soon flow out of 
the tub again or it may be im- 
possible to cover the body at all. 
Therefore, not only rust the open- 
ing of the faucets be well timed, 
but also the body must already 
have heen lowered quite a bit. 

Ii is true that. intervention can 
be. too late and too weak. This 
was the mistake committed at the 
beginning of the ’30s, at least in 
Europe. A deflationary monetary 
ard fiscal policy was continued 
for much too long a period and 
reflationary measures, when {fi- 
nally introduced, were too timid. 


Intervention Teo Early and Too} 


Large 

Today the great danger lies in 
the opposite direction. Keynes 
himself has expressed the opinion 
that low interest rates are the 
means of prolonging a boom and 
many of his followers think that 
government spending has to set in 
every time demand dwindles. This 
has created an atmosphere that 
may well force an intervention at 
too early a moment and on too 
large a scale. But I doubt its suc- 
cess. Before the boom is liqui- 
dated to a certain extent and the 
price and demand situation, creat- 


ns to enforce a wage inflation in an otherwise de- 


‘Whether one 











ed through over-speculation, re- 
vised downwards, everything 
spent will prove to have been 
poured into a barrel without a 
bottom. Nothing else will be 
achievea but a waste of valuable 
ammunition. A _ short-lived con- 
sumer-spending boom wili soon 
collapse without having revived 
the economy to a natural life but 
after having endangered the cred- 
it and currency of the country. 
wants it or not, 
prices will go down in the next 
depression from their boom level, 
as they have always done in de- 
pressions, and the only question is 
at what level the price decline can 
and should be arrested. So, after 
all, wages will have to come down: 
the man in the bathtub will have 
to lower his body. 

But will he do it? I must con- 
fess that I doubt it and this situa- 
tion frightens me. 


Germany Under Purchasing Power 
Theory 


‘I have once already lived 
through a period in which wages 
sliculd have been lowered but 
were not because of the arguments 
of the purchasing power theory. 
From 1927 on employment began 
te decrease in Germany at a time 
when demand was still holding up. 
Ertrepreneurs held that unem- 
ployment was the result of a too 
rapid rise in wages and a subse- 
guent replacement of labor by 
capital. Labor leaders rejected 
wage reduction in the face of 
steadily mounting unempioyment. 
Their argument was, just as it is 
today, that high wages are neces- 
sary to maintain a high level of 
purchasing power. Indeed the 
reasons advanced at tiaat time in 
dailies presenting the views of 
labor were so identical with those 
of teday in this country, that I 
sometimes have the feeling of liv- 
ing this period of my life over 
again. 

As is well known, wage reduc- 
tions were opvosed in Germany 
for years by the trade unions. 
They even succeeded in obtaining 
substantial wage increases at a 
time when the depression was 

(Continued on page 29) 
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Missouri Brevities 


Clinton Industries, Inc., St. Louis, which is now reported to be 
the country’s third largest manufacturer of corn vroducts, on June 2 
obtained approximately $7,500,000 through 
company of a like principal amount of its first mortgage 
3%,% bonds, due 1964, and used 
approximately $6,500,090 to pay, 
outstanding term bank loans of, 
the company and will advance) 
$500,000 to Juice Industries, Inc., 
a subsidiary, to pay a short-term 
bank loan of like amount. The 
balance will be added to working 
capital. This placement was made 
through Merrill, Lynch, Pierce, 
Fenner & Beane, investment 
bankers, of New York City. 


On June 9, a group of under- 
writers, headed by the same New 
York bankers, publicly offered 
150,000 shares of Clinton Indus- 
tries, Inc. capital stock (par $1) 
at $26.75 per share, the net pro- 
ceeds thereof y ba moe ey to | amet ‘ 
working capital to be used to pay , 
for Lenbentamaseties, etc. The Mis-| Stern Brothers & Co., Demp- 
souri banking houses participat- | sey-Tegeler & Co. and Reinholdt 
ing in this offering are: Newhard, | & Gardner on May 18 were in- 
Cook & Co., O. H. Wibbing & Co.,| cluded in the nationwide group of 
Reinholdt & Gardner, Dempsey- investment bankers who publicly 


sinking fund 





so as to provide for an increase 
of the authorized common stock 
from 45,000 shares ($100 par) to 
600,000 shares (no par). Con- 
tinental Gas & Electric Corp., 
the parent, is to receive 212,579 
of the new common shares in 
exchange for its holdings of 
40,409 shares of present St. 
Joseph stock, and will purchase 
an additional 105,213 shares of 
the new common for $2,000,000 
cash. The net proceeds to be 
received from the sale of bonds 
and the new stock are to be 
used to finance St. Joseph’s con- 
struction program for the 
years 1949-1951. 





gh the sale to an insurance | 


Tegeler & Co., 
Scherck, Richter Co. and 
Simon & Co., all of St. Louis, and | 
Stern Brothers & Co. of Kansas 
City. 

Clinton Industries, Inc. and its 
subsidiaries as at March 31, 1949 
reported total current assets of 
$19,773,071 and total current lia- 
bilities of $9,896,967. 

% a 

Stix & Co. and Peltason, 

Tenenbaum Co., both of St. 
Louis, on June 2 participated 
in the public offering of $3,150,- 
000 Arkansas-Missouri Power 
Coe. 6%% interim notes, due 
Dec. 15, 1951, at $47 per unit of 
each $45 principal amount, plus 
accrued interest. Of the net 
proceeds, $700,090 will be used 
to pay off temporary bank 
leans, approximately $1,000,000 
for current general corporate 
purposes, and the remainder of 
about $1,307,000 will be applied 
toward the company’s construc- 
tion program. The notes are 
convertible on or after June 15, 
1950 into, and payable at ma- 
turity (if the company so elects) 
in, shares of preferred and 
common stock. 


a 


a 





we 

Stern Brothers & Co., Newhard, | 
Cook & Co., Reinholdt & Gardner 
and Dempsey-Tegelecr ~“& Co. 
were included in the group of | 
investment bankers who on June. 
8 publicly offered $75,000,000 | 
Public Service Electric & Gas Co. 
first and refunding mortgage 
2% % bonds, due June 1, 1979, at! 
1014%,% and accrued interest. 


* 


7s 


St. Joseph Light & Power Co. 
on June 3 filed an application 
with the Securities and Ex- 
change Commission requesting 
permission to issue and sell at 
competitive bidding $4,750,000 
of first mortgage bonds due 
1979. In addition, it seeks au- 





thorization to amend its charter 


Stix & Co.,| offered 800,000 shares of Southern 
I. M.! California Edison Co. 


common 
stock (par $25) at $32.25 per 
share. The offering was oversub- 
scribed. 

% x % 

Missouri Utilities Co., Cape 
Girardeau, on May 26 filed a 
registration statement with the 
Securities and Exchange Com- 
mission covering 51,184 shares 
of common stock, par $1, which 
are to be offered to common 
stockholders on a four-for-one 
basis. This issue will be under- 
written by a syndicate headed 
by Edward D. Jones & Co., St. 
Louis. New Proceeds are to be 
used to pay for construction. 

od K 


The May Department Stores Co., 
St. Louis, for the year ended Jan. 
31, 1949, reported consolidated 
net sales of $407,266,466 con- 
solidated and net earnings after 
Federal income taxes of $19,650,- 
653, or $6.52 per common share, 
compared with sales of $358,013,- 
576 and net of $17,231,481, or $5.94 
per common share, for the pre- 
ceding fiscal year. The consoli- 
dated net earnings for the Jan. 31. 
1949 year include the income of 
the stores of the Strouss-Hirsh- 
berg Division from the date of 
acquisition — May 10, 1948. The 


* 


| current assets totaled $119,984,936, 


and current liabilities $33,565,019. 

Stern Brothers & Co. also 
participated in the public of- 
fering on May 19 of 80,000 
shares of $4.50 cumulative pre- 
ferred stock, without par value, 
of the United Biscuit Co. of 
America, at $103.50 per share 
and dividends. 


% * 


Western Auto Supply Co. re- 
ports May sales of $10,522,000 
which compare with $10,287,000 
for the same month last year, a 
gain of 2.3%. For the first five 
months of this year, sales aggre- 
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| pated $42,400,000, against $44,-| 


1322,000 for the corresponding 
period in 1948, a decrease of 
4.3%. 


John R. Kauffmann & Co., 
St. Louis, on May 15 publicly 
offered 150,000 shares of Shomee 
Oil Corp. of Missouri class A 
common stock at par ($1 per 
share). The net proceeds are 
te provide working capital to 
carry on a general oil business. 
% % 

Illinois Terminal RR., St. Louis, 
for the four months ended April 
30, 1949 reported a net income, 
after fixed charges and taxes, of 
$236,545, equal to 47 cents per 
share, compared with a net oi 
$393,752, or 79 cents per share. 
for the corresponding period of 
last year. 


Pittsburgh Bond Club 
Spring Outing 


PITTSBURGH, PA.—Bernard C. 
Kelley of Halsey, Stuart & Co., 
President of the Bond Club of 
Pittsburgh, has announced that 
the annual spring outing of the 
club will be held on Tuesday, 
June 28, 1949, at the St. Clair 
Country Club. 

As usual, the outing will feature 
a golf tournament and competition 
for the Bankers Cup now held by 
Arthur H. Hefren. There will also 
be a La Bocci tournament. This 
outdoor bowiing game has become 
increasingly popular at Bond Club 
outings. 

Dinner will be served at 7:36 
p.m. to be followed by entertain- 
ment and awarding of prizes for 
the sports events. 

Silas J. Titus of R. C. Schmertz 
& Co. is General Chairman of 
the outing and is assisted by the 
following sub-committees: 


Dinner—Philip K. Herr, Fidelity 
Trust Co.; Austin S. Umstead, 


od 
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GEORGIA SECURITY DEALERS ASSOCIATION 


The Georgia Security Dealers Association has elected officers 
for the vear beginning July 1, next. 

These officers are as follows: 

President: Lex Jolley, Johnson, Lane, Space & Company, Inc., 
Atlanta, Ga. 

Vice-President: Alexander Yearley, 
phrey Company, Atlanta, Ga. 

Secretary-Treasurer: James S. Budd, Jr., The Citizens & South- 
ern National Bank, Atlanta, Ga. 

The following were elected to serve on the Executive Committee 
with the officers: John F. Glenn, Courts & Company; Clement A. 
Evans, Clement A. Evans & Company, Inc.; Byron Brooke, Brooke, 
Tindall & Comnvany; J. R. Neal, Wyatt, Neal & Waggoner. 


IV, The Robinson-Hum- 








| June 28, 1949 (New York City) 


New York Curb Exchange Five 
‘and Twenty Club Golf Tourna- 
‘ment at Siwanoy Country Club, 
| Bronxville, N. Y. 


COMING 
EVENTS 


In Investment Field 








June 17, 1949 (Boston, Mass.) 
Municipal Bond Club of Boston 

Annual Outing at the Concord 

Country Club, Concord, Mass. 


June 17, 1949 (Cleveland, Ohio) 


sociation annual summer party at 
Kirtland County Country Club. 


June 17, 1949 (Detroit, Mich.) 

Bond Club of Detroit annual 
outing at the Grosse Ile Golf and 
Country Club. 


June 17,-1949 (Milwaukee, Wis.) 

Milwaukee Bond Club annual 
field day and picnic at Oconomo- 
woc Country Club and Oconomo- 
woc Lake Club. 


June 17, 1949 (New Jersey) 
Bond Club of New Jersey An- 





A. E. Masten & Co.; Owen Kraft, 
Blyth & Co.; Thomas Lynch, III, | 
Moore, Leonard & Lynch. 

Golf—Raymond M. Tevlor, Ray- 
mond M. Taylor & Co.; H. Shel-| 
don Parker, Kay, Richards & Co.| 

La Bocci—E/]mer E. Powell, El- 
mer E. Powell & Co.; James H. 
Scott, James H. Scott & Co.; Max | 
N. Schugar, McKeivey & Co. | 

Attendance — Frank T. Sturek, | 
Mellon National Bank & Trust 
Co.; Frank M. Ponicall, Singer, | 
Deane & Scribner; Edward C.| 
Kost, A. E. Masten & Co. 

Out-of-town guests wishing to} 
make reservations for this outing | 
should communicate with Frank 
T. Sturek, care of Mellon National | 
Bark & Trust Co., Pittsburgh 30, | 
Pa. 


Irving 4. Heller With | 





Newhard, Cook & Go. 


| 
ST. LOUIS, MO. — Irving H.| 
Heller has become associated with | 
Newhard, Cook & Co., 4th and/| 
Olive Streets, members of the 
New York and St. Louis Stock 
Exchanges. Mr. Heller was for- 
merly with Friedman, Brokaw & 
Lesser. ‘ 


With Hutchinson & Co. 

(Special to THe FINANCIAL CHRONICLE) 

PUEBLO, COLO.—Fred C. Dim- 
mett is now affiliated with Hutch- 
inson & Company, Thatcher Bldg. 











STrx & Co. 


INVESTMENT SECURITIES 


SOS OLIVE STREET 
St.Louts1,Mo, 


Members St. Louis Stock Exchange 























nual Field Day at Rock Spring 
Club, West Orange, N. J. 


June 18, 1949 (New York City) 


New York Curb Exchange Floor 
Clerks Association Annual Outing 
at “The Neighbors,’ Pleasant 
Plains, Staten Island. 


June 21-24, 1949 (Canada) 


Investment Dealers Association | 


of Canada 33rd annual meeting at 


|Minaki Lodge, Ontario. 


June 21, 1949 (New York City) 

Second Quarterly Meeting of 
New York Security Dealers Asso- 
ciation. 


| June 24, 1949 (Kansas City, Mo.) 


Bond Traders Club of Kansas 
City Suminer Outing at 
Quivira Country Club. 


June 24-26, 1949 (Los Angeles, 


| Calif.) 


Security Traders Association of 
Los Angeles annual spring party 
at the Arrowhead Springs Hotel. 


June 24, 1949 (New York City) 
Investment Association of New 
York annual outing at the West- 


June 24, 1949 (Toledo, Ohio) 
Bond Club of Toledo 15th an- 

a outing at Inverness Country 
ub. 


June 25, 1949 (Chicago, Ill.) 

Bond Traders Club of Chicago 
annual summer outing at the Nor- 
dic Hills Country Club. 


June 28, 1949 (Detroit, Mich.) 
Securities Traders Association of 
Detroit and Michigan annual sum- 
mer party at the Lochmoor Club 
|Grosse Pointe Woods, Mich. 


| June 28, 1949 (Omaha, Neb.) 

|..Nebraska Investment Dealers 
|Bond Club spring frolic at the 
Omaha Country Club, to be pre- 
|ceded by a cocktail party June 27 
‘at the Omaha Athletic Club in 
_honor. of, outrof-town guests. 


‘June 28, 1949 (Pittsoutgh. Pa.) 





; 


Bond Club of Pittsburgh Spring, 
'Outing and Golf Tournament at, 


St. Clair Country Club. 





Cleveland Security Traders As- | 


Lake | 


chester County Club, Rye, N. Y. | 


July 1, 1949 (Philadelphia, Pa.) 

| Investment Traders Association 
|of Philadelphia Annual Summer 
| Outing at the Whitemarsh Valley 
| Country Club. 


| 
| July 27, 1949 (Pittsburgh, Pa.) 
Bond Club of Pittsburgh Mid- 


‘Summer Picnic at Mill Grove, 


| North Park. 


| Sept. 9-11, 1949 (Oregon) 


| Pacific Northwest Group of the 


| Investment Bankers Association 
|1949 meeting at the Gearhart 


| 


Hotel, Gearhart, Oregon. 


| Sept. 9, 1949 (Pittsburgh, Pa.) 


__ Bond Club of Pittsburgh Fall 
| Outing at Chartiers Country Club. 


Oct. 5-9, 1949 (Colorado Springs, 


Colo.) 
| 


| National Security Traders As- 
sociation Annual Convention at 
The Broadmoor Hotel. 


‘Dec. 2, 1949 (New York City) 


New York Security Dealers As- 
sociation 24th Annual Dinner at 
the Hotel Pierre Grand Ballroom. 


‘Dec. 4-9, 1949 (Hollywood, Fla.) 


Investment Bankers Association 
Annual Convention at the Holly- 
wood Beach Hotel. 


G. T. Ayers Join 
Merrill Lynch Go. 


(Special to THE FINANCIAL CHRONICLE) 
ST. LOUIS, MO.—C. T. Ayers 
has become associated with Mer- 
































C. T. Ayers 
‘rill Lynch, Pierce, Fenner & 
/Beane, 511 Locust Street. Mr. 


Ayers was formerly Manager of 
the trading department for Taus- 
| sig, Day & Co., Inc. 


Mackie, Bean V.-Ps. of 
Luckhurst & Go. 


| Luekhurst & Co., Inc., 40 Ex- 
change Place, New York City, 
announce.that as of June 15 Rob- 
ert A. Mackie and Jules Bean 
were elected Vice+Presidents of 


} 


the firm. 
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New Competitive. Era Coming 


By CLOUD WAMPLER*« 
President, Carrier Corporation 


Prominent corporation executive points to huge reservoir of unsatis- 
fied consumer demands, along with plentiful money and credit 


supply, as basis for maintaining 


business at high readjusted level. 


ays once we enter the real competitive era, a lot of business can 
be done for long time. Sees greatest danger in continuation of tax- 
ing and spending philosophy, which can yroduce and prolong 
depression. Holds large volume of business ahead. 
It seems to me that a sound, common-sense appraisal of the cur- 


rent situation leads to some fairly definite and not disheartening 
conclusions. There is nothing particularly mysterious about the high- 


lights and shadows in the present business 
in a period of* 


readjust- 
ment. And, 
of course, this 
involves some 
belt - tighten- 


ing. But this 
is hardly) 
surprising af- 
ter a pro-| 
tracted period 
in which! 
everything —) 


production) 
and consump- | 
tion, prices| 
and wages — 
all have been | 
< spiralling) 
steadily upward. Certainly a cor-| 
rection at this time is healthier 
than would have been a continua- 
tion of the soaring spiral. For in| 
that direction lay certain trouble. | 

When we get right down to| 
basic fundamentals, we find this| 
condition: There is a huge reser- | 
voir of unsatisfied demand that | 
still exists in this country. And/| 
both money and credit are still | 
plentiful for the satisfaction of 
these demands. Also, these United | 
States of ours still have a lot of | 
growing to do. Certainly no one} 
of us believes that we, as a nation, | 
have reached our peak or that our | 
standard of living, already the| 
envy of the rest of the globe, will | 
not be raised higher and higher. | 

Beyond this, there is a world| 
demand that for the time being at | 
least must be supplied in large 
part from this country. | 

Are we equipped to do the job? 
Of course we are! We have the 
finest system ever devised for) 
filling these needs—the system of 
free, private, competitive enter- 
prise. And we have the material | 
resources, the machinery, the in- 
telligent manpower, the energy.) 
But, above all, we have the know- 
how and—I still believe—the guts. 

So—for either the short haul or 
the long—I see no reason for get- 
ting panicky or for pulling in our 
horns to the extent where we can- 
not do an aggressive, hard-hitting 
job. Once we get down to real 
competitive trim there is a whale 
of a lot of business to be done, 
now and for a long time to come. 





Cloud Wampler _ 


Uncertainties 


Admittedly, there are uncer- 
tainties. And to my way of 
thinking the greatest one of all 
can be focused down until it pin- 
points on the city of Washington 
in the District of Columbia, To 
state the case bluntly, I believe 
our one big danger lies in an exten- 
sion of the political philosophy of 
tax and tax and spend and spend, 
always with the basic thought of 
spreading the power of govern- 
“ment, of making both individuals 
and business concerns more and 
more dependent upon govern-| 
ment and, in turn, throwing gov- 
ernment more and more _ into) 
business. Incidentally, there is a) 
term for this. It is state social-| 
ism. 

Ladies and gentlemen, it simply 
does not make sense for us to sit | 
back and watch political theorists | 





*From an address by Mr. 
Wampler before the 60th Conven- 
tion of the Heating, Piping and 
Air Conditioning Contractors As- 
sociation, Detroit, Mich., June 8,, 
1949. } 





picture. Of course, we are 


|—for the most part none-too-suc- 
| cessful businessmen themselves— 
tear down an economic machine 
| that has proved itself to be the 
| best, the most efficient, the most 
| productive device the world has 


ever known, 

And believe me, this isn’t a sit- 
uation in which you can write é 
check and then let someone else 
do the job for you. Every single 
one of us has a responsibility that 
must be exercised if we are tc 
retain our freedom. In fact, the 
two words—freedom and respon- 
sibility—cannot be separated. 

I want to come back later to 
this whole question of big govern- 
ment and its economic effect on 
business, But first let’s get down 
to specific cases about our cur- 
rent business situation and our 
future prospects, always assum- 
ing someone does not come along 
and upset the economic applecart. 


Government Spending Will 
Prolong Depression 


Implied in this remark is that 
we shall have a severe or pro- 
longed depression only if the gov- 
ernment relies solely on its spend- 
ing power to turn the tide and 
refuses to take those actions which 
will reactivate and reinvigorate 
the factors making for expansion 
in the private sector of the econ- 
omy. Putting this another way, 
Washington simply must stop do- 
ing those things that undermine 
the whole structure of confidence 
On which enterprise rests. 

To a very large degree, the 
members of this great association 
depend upon the construction in- 
dustry for a _ livelihood. And 


when we come right down to it, | 
/construction activity is not a bad 


barometer for business in general. 
When the country advances, when 
population continues to increase, 
when more homes are needed. 2nd 
more and better stores and office 
buildings and factories are re- 


quired, then most of us live and| 


operate in a favorable business 
climate. 

Now I don’t subscribe to 
theory that we can read the fu- 
ture completely just by looking at 
the past. But form charts are 


important whether we are study-| 


ing the stock market or planning 


on an afternoon at the race track. | 
Anyway, we can find a lot of) 


interesting food for thought if we 
take the construction activity pat- 
tern for World War I, and the 
same pattern for World War II. 
and place them on top of each 
other. 

Without bogging you down in a 
lot of statistics, the easiest way to 
do this is to trace the curves on 
an actual chart. (Uncover the 
chart! ) 

In order to get a true picture, 
we almost have to limit the past 
performance chart to private con- 


'struction. For public construction 


figures can, and do, jump all over 
the lot. 
Also, for purposes of clear com- 


| parison, it seemed wise to reduce 


dollar volumes to index figures. 
And let me make one point very 
clear. I don’t mean to indicate 


‘that the $2,217,000,000 total of 


private construction in 1915 was 
equal to the $4,390,000,000 vol- 
ume of 1940. 
However, considering the de- 
valued dollar and the higher costs 
(Continued on page 25) 


the | 


other (fourth) 
round of wage ] 
increases, it is —_—_, : 
appropriate 
and necessary 
that the im- 
portance of 
labor’s not re- 
ceiving any- 
thing more 
until capital 
markets re- 
vive be clear- 
ly defined. It 
should be 
mentioned in 
passing that 
such a review 
is doubly im- 
portant — important of course to 
the investment community to real- 
ize how much it has in its favor 
from labor’s own standpoint, and 
important to all of us that the real 
issue be sufficiently understood by 
labor itself so that labor does not 
persist in the wrong direction, 
thereby, like a blind Samson, pull- 
ing down the house on itself and 
everyone else. 


Securities in recent years have 
failed to pace other segments of 
the nation’s economy. Just how 
important are stock prices and 
stockholders’ earnings and divi- 
dends to labor? Do we really 
have a case or are we trying to 
justify to ourselves the retention 
of our property? The latter ques- 
tion is one we must answer thor- 
oughly because it is very easy for 
the opposition to state that the 
rich will of course cover their 
faults in every way to protect 
their fortunes, and to tell labor 
that it can gain much by sharing 
the wealth. Thus we must really 
present the situation with suffi- 
cient clarity and understanding so 
that even labor will realize the 
absurdity of destroying private 
property. 

Another round of wage increases 
at the present point in the busi- 
ness cycle would be very injuri- 
ous to property values because of 
several reasons, such as—(1) the 
present delicate balance of supply 
and demand in many industries, a 
balance which could be placed in 
serious maladjustment by higher 
wage costs now; (2) the altitude 
|of the debt, which makes very 
|inflationary the retrial of any 
deficit spending tactics to support 
'a high wage level; (3) the rising 
tide of communism in many parts | 
of the world which could easily 
gather momentum if we have a 
labor government here, etc. 





. 
Robert A. Gilbert 








| 
Earnings, Consumers’ Dividends, 
and Labor’s Earnings 


| Stockholders’ dividends and 
earnings make for excellent “con- 
sumers’ dividends” and _ labor’s 
|earnings. That is the principal 
| stake labor has in the revival of 
| the capital market, and I am sure 
it can be proven to labor so clearly 
that they will not permit such 
radical leaders as they have to 
destroy it. Why should not the 
financial community present such 
facts as the following to labor, 
hoping that others, including gov- 
ernment, will reiterate them. I 
mention the government among 
the others who should help on this 
problem because the government 
presumably wants unity, and labor 
is too far out of line to permit 
unity. The time has come when 
the government must side with 
| capital in no uncertain terms, or 
'in effect abrogate the Constitu- 
|tion and change the American 
| system. Such are the implications 
‘of the present situation. 





By ROBERT A. GILBERT 


The Capital Market and Labor's Standard of Living 


Secretary of the Committee of Investors of America 


Mr. Gilbert cites seven possible ways of clarifying to labor its need of an active capital market for its 
own welfare. Deciares plant investment, “the additions to labor’s tools,” occurs more rapidly under 
private capital accumulation than under government spending. Declares a fourth-round wage imcrease 
would plunge entire community into severe depression. 
In recent years the annual rash of foolish demands*by some labor leaders has done 
much to destroy perennial confidence in securities. As we again approach wage contract 
negotiation time for some important industries and as labor 


again prepares to demand an- 





© 





(1) Total payrolls tend to fol- 
low profits rather than wage rates 
and so does employment, 

(2) Mass production competing 
under the profit motive produces 
substantial “consumer dividends” 
by offering better goods at lower 
prices. 

(3) Corporation profits if com- 
pletely confiscated would not ado 
much to labor’s wages now, and 
in years of poor business would 
add nothing. 

(4) Division of all the wealth 
among everyone would add little 
to labor’s stake now, not to men- 
tion its future effects on labor. 

(5) Foreign standards of living 
in inefficient economies are much 
lower for labor and others, prov- 
ing labor cannot consume what 
it does not produce and that no- 
where in the wide world does 
labor receive as much help in pro- 
ducing as in the U. S. A. 

(6) Additions to labor’s tools, 





i.e., plant investment, occurs more 
rapidly under private capital ac- 
cumulation than under govern- 
ment spending. 
(7) The cost of living shows a 
tendency to level off or decline 
in bull markets while a bear mar- 
ket does not necessarily lower it. 
Having proven the above points 
to labor, we should not be satis- 
fied with negative arguments but 
should also sketch to them their 
future under a free enterprise 
economy. Then we can also touch 
on their fate in all probability if 
they do not allow a free enterprise 
economy here. ’ 


Labor’s Tieup with Free . oe 
Enterprise 


To give some of the statistics in 
proof of the above seven points— 
(1) In 1922-1940 there was only 
one year when payroll of manu- 
facturing corporations did not in- 
crease or decrease as profits rose 
(Continued on page 22) 
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Connecticut Brevities 


Directors of Hartford National Bank and Trust Company and of 
First National Bank of Hartford announced that they have signed an) 
agreement to merge under the name of the former. The merged bank | 
would be the largest in Connecticut and the fourth largest in New | 


England. Under the proposed plar. | 
I | to buy one share of common stock | 


each holder of First Nationa 


j 
| 


| 
j 


would receive 10 shares of new) at $26.75 for each 10 shares of| 
stock for each share held and| stock owned. Subscription war- | 


present holders of Hartford Na- | 
a | 


tional would participate on 
share for share basis. A specia! 
meeting of stockholders of each 
bank is planned for June to vote 


on the merger. The business of | 31% % 


the consolidated bank would be 
conducted at the present Hartford 
National quarters and at the 
Farmington Avenue and Elmwood 
branches. Ostrom Enders will 
continue as President of Hartford 
National and James W. Knox, 
President of First National, will 
become a Senior Vice-President of 
the new bank. 


The Hartford-Connecticut 
Trust Company has made an of- 
fer of $70 a share for stock of the 
Plainfield National Bank at Moo- 
sup. Directors of both banks have 
approved the purchases and stock- 
holders of Plainfield National will 
vote on the proposal on June 24. 
lf the sale is approved, the bank 
will be operated as a branch bank, 
the twelfth of Hartford-Connec- 


ticut’s branch banks. 
% % % 


Kaman Aireraft Corporation has 
filed a registration statement with 
the SEC covering 170,456 shares 
of Class A non-voting common 
stock and 11,362 shares of Class 
B voting common. Both issues are 
to be sold at $5.50 a share. Pro- 
ceeds will be used to finance 
purchase of tools and equipment 
to manufacture the company’s re- 
cently certified helicopter. Tenta- 
tive plans call for production of 
25 helicopters in 1950. 

The name of Resolute Fire In- 
surance Cempany has _ been 
changed to Resolute Insurance 
Cempany. The company will now 
be in a position to write casualty 
as well as fire insurance. Reso- 
lute has also obtained a charter 
for a wholly owned life insurance 
company to be known as the 
Resolute Credit Life Insurance 
Company. The new company 
would write insurance through 
banks and finance companies on 
the life of a purchaser or borrower 
for the duration of a loan on an 
automobile or chattel purchase. 
The new charter provides for a 
minimum initial capital of $200,- 
000 and $100, paid-in surplus. 

t th oO 

Bridgeport Hydraulic Co. is of- 

fering its stockholders the right 


bd 
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rants expire 


June 30, 1949. 


Bristol County Water Company, 
la subsidiary of Greenwich Water 
| System, has sold $1,250.000 of 
first mortgage bonds, due 
| 1979, to Mutual Life Insurance 
Company. Part of the proceeds 
| will be used to refund $850,000 
|of presently outstanding bonds. 


| ‘The Southern New England 
Telephone Company has registered 
| with the SEC an issue of 400,000 
shares of $25 par common stock. 
| The company proposes to issue to 
' stockholders of record June 21, 
| the right to buy one new share at 
/$25 a share for each six shares 
owned. The stock will not be 
underwritten. 

The Connecticut Public Util- 
ities Commission has given the 
Hartford Gas Company permission 
to issue $1,500,000 first mortgage 
bonds. Proceeds are to be used 
to pay off $400,000 of notes, to. 
finance the company’s construc- 
tion program 
working capital. 

Connecticut Power Company 
has called for payment on July 1, 
1949 at 101 and interest $19,000 of 
its first and general B3%s due 
Jan. 1, 1967. Payments will. be 
made by the Hartford National 
Bank and Trust Company. 

Yale & Towne Manufacturing 
Company has converted its bank 
credit line of $7,000,000, of which 
$5,000,000 has been borrowed, into 
a three-year term loan.-Six semi- 
annual installments are provided 
for, the first of which is due Sept. 
30, 1949. 

Consolidated sales of Electric 
Beat Company for the year i948 
were $54,558,099, more than twice 
the 1947 level. The management 
estimates that about $20,000,000 of 
aircraft and submarine construc- 
tion work accomplished in 1947 is 
included in the 1948 sales. Earn- 
ings after taxes and preferred 
divigends were equal to $2.49 per 
share and the equity per share of 
common stock on Dec. 31, 1948 
was $17.45. 





Van Horne Pres. of 
Stone & Webster Secs. 


The election of Edward K. Van 
Horne as President of Stone & 
Webster Securities Corporation, 
90 Broad Street, New York City, 
is announced, Mr. Van Horne. 
Executive Vice-President for 
many years, succeeds Robert H. 
van Deusen who has been Pres- 
ident ‘since 1932. Mr. van Deusen 
was elected Chairman of > the 
board. The election as Treasurer 
of F. W. Q. Birtwell, formerly 
| Assistant Treasurer, is also an- 
' nounced, 
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Protecting the Taxpayer 


By C. EMORY GLANDER* 
Tax Commissioner of Ohio 


President, National Association of Tax Administrators 


State Tax official, pointing out too much emphasis is placed on protecting revenues and too littie on 
Protection of taxpayer, scores growing taxation burden, and contends rate of imcrease im taxation ex- 
ceeds growth of national income. Urges businesslike budgeting and sound accounting administration. 
Says Federal-State-Local taxation system is a crazy-auilt, and urges taxpayer be given more protection. 


A year or two ago, “Life” magazine published an interesting story in pictures showing 
how, for 4,000 years, taxes have vexed the world. There depicted were Egyptian, Assyrian 
and Persian taxpayers beering tribute in kind to their rulers. There also were Rome’s Publi- 


cars, proititeering tax, concession- 


> 


neires; Queen Boadicea, one of the, pense of persons other than those 
| directly oenefited Our nation is_ 


earliest rebels against taxation 


witheut representation; and King) 


John and King Charles I, who 
taxed so heavily that one lost his 
preregative end the other his 
heed. American incidents 


illustrations of the Stamp Act Re- 
peal, the Boston Tea Party and 
the Whiskey Rebellion. In case 
you may have forgotten, the 
Whiskey Rebellion was neither a 
sobriety movement nor a revul- 
sior against bad liquor. Our fore- 
fathers simply thought 
whiskey tax of 7 cents to 18 cents 
a: gallon. was too much. 

I thought of those historical in- 
eidents recenily while reading the 
Report of the Advisory Commit- 
tee on Internal Revenue Taxation. 
It said: ‘““‘There is too great an em- 
phasis on ‘protecting the reve- 
nue,’ too little on protecting the 
taxpayer. ... The key to a fuller 
utilization of the taxpayer’s co- 
operation lies in the adoption of 
government policies and practices 
which will lead to a greater de- 
gree of mutual confidence.” 

Those words both raise and 
answer a grave national question, 
and I make them my text today. 


I 
The Growing Burden of Taxation 


In the old Roman calendar the 
15th day of March was known as 
the ides of March. You will recall 
Shakespeare’s “Julius Caesar’ in 
which ‘the soothsayer warns 
Caesar, saying: “Beware the ides 
of March.” “Plutarch’s Lives” 
tells the inside Story. It says 
“that a soothsayer bade 
(Caesar) prepare for some great 
Ganger on. the- ides of March. 
When that day was come, Caesar, 
as he 
this soothsayer and said to him 
by way of raillery, ‘The ides of 
March are come’; who answered 
him calmly, ‘Yes, they are come, 
but they are not past.’” And you 
will remember the tragedy that 


befell Caesar. He fell at the hands’ 


of his friends, even Brutus. He 
was the victim of a terrible dan- 
ger, which, though very near to 
him, he would not see or believe. 

It is my conviction that an 


equally great danger besets the) 


American people now. It is ever- 
present, like the perfidy of 
Caesar’s friends. But, like Caesar, 
we do not see or believe. 

A recent newspaper editorial 
pointed out that citizens of 25 
states voted last November on pro- 
posals involving state bond issues, 
higher state taxes, or increases in 
state spending. It summarized the 


results as follows: Of 16 proposed | 
bend issues, 12 were approved. Of | 


19 proposals for increased spend- 
ing, 13 were approved. But of 
19 proposed tax increases, 12 were 
defeated. “In 
ecitorial concluded, ‘“‘most of the 
voters in the 25 states liked the 


idea of more covernmental spend- | 
enthusiasm for | 
such spending mounted with the) 
which they believed | 
they, themselves, would escape or | 


ing. And their 


degree to 


postpone paying the cost.” 
1 would state it more emphati- 
caily. Too many people have the 


delusive impression that govern-_| 


ments can indulge in an everlast- 


ing orgy of spending at the ex-| 





“An address by Mr. Glander at 
the 17th Annual Convention of the 


like- | 
wise were included. There were | 


that a 


him | 


went to tne Senate, met’ 


other words,” the | 


suffering from a chronic attack of | 


the “gimmies,” and it is high time | 


that we face the facts! We need 
to pray, as Thomas Huxley did 


| taxes 
when he summed up the scientific | 
creed in a single sentence: “God | 


give me strength to face a fact} 


| though it slay me.” 
| The facts which I ask you to 
| fa 

'I wonder how many of us can 


really comprehend a billion dol-| 
if | 


lars. I read somewhere that 
you had started at the beginning 


of the Christian era to spend a’ 
billion dollars at the rate of $1,000 | 


a Gay, and had kept it up con- 
tinuously, your total expenditures 
tc January, 
to about $711 


million. To reach 


| econcmy. 
| America 
ce are calculated in the billions. | 


our “real” incomes and in our 
“real” savings. Indeed, our real 
savings have italien more rapidly 
of the two. If the government 
continues to take each year in 
more and more of our 
dwindling earnings, there will be 
less and less available fur invest- 
ment to maintain and expand our 
The hope for a free 
is an ever-expanding 
economy based upon private en- 
terprise. But this nation cannot 
ncurish an 2xpanding economy if 
ovr wellspring of national savings 


|is pumped dry by government. 


There is another interesting fact 
that I would have you notice. The 


| burdens of taxation in these last 


1249, would amount | 


20 years has shifted. from state 
and iocal taxes to Federal taxes. 


'In fact, the state and local burden 


the billion-dollar total at this rate, 
you woula have to go on spend-| 
ing $1,000 a day for another 791 | 
years, or until A.D. 2739. That) 


is how much $1 billion is. 


Yet, | 


in 1947, the total tax take in the | 


‘United States, Federal, state and 
local, was almost $52i2 


billion! | 


Look back with me for a mo-| 
ment across the vista of the last) 


three decades. 
‘national economy is geared to the 


It is 1917 and the | 
| While state reserves 


first World War. Yet the total tax | 


burden in the United States is but 
$314 billion. 
It is 1927, and our nation is on 
the threshhoid 
of inflation when everyone 
'theught the millenium had 
dewned. Even then the cost of all 
government in this country was 
but slightly over $9 billion. Now 
move ahead another decade and 
it is 1937. We are in the terrible 
30s when our government was 
“shooting the works” in pump- 
priming projects of many 
Even then our annual tax burden 
had moved up to only $1242 bil- 
lion. Of course we are putting 
much of the cost “on the cuff’ 
thrcugh§ deficit financing, 
nevertheless the contrast with the 
present. is startling. From $3 to 
$9 to $12 to $52 billion in 
annual tax take—that is an in- 
crease of 150¢€% in the short spaa 
of 30 years! 

But, you may say, is not this a 
matter of relativity? After all, we 
have exverienced a tremendous 
increase in the national income 
in these latter years. Yes, that is 
true, but have you compared the 
'trend in taxation with the trend 
in national income? If you will 
make such a comparison you will 
Giscover the fact which I most 
want to impress upon you today— 
that the tax burden has been in- 
|creasing more rapidly than the 
national income. 

Taxes in the United States now 
consume about 30% of our 


our people work about 15 weeks 
out of 52 for government. Fed- 


Let 10 years pass. | 


of that other era: 


sorts. | 


in recent years was relatively 
lighter than it was two decades 
ago, while the converse is true of 
Federal taxes. 

The state and local tax picture, 
however, is rapidly changing.- 
State expenditures in 1947 were 
up 35% over the wartime levels. 
In the same year, state debt, re- 
versing a six-year downward 
trend, increased about one-fourth. 
were still. 
mounting, the rate of increase had 
sharply dinvinished. New taxes 
were imposed in almost two dozen 
states sinve January of 1947, while 
tax rates were increased in an 
equal number. In California, 
which levies a state sales tz x, local 
sales taxes were levied in 123 
municipalities. In my own state 
of Ohio, which has had no new or 
increased state taxes sirce ‘the 
iriGdle of the depression, local in- 
come taxes have been levied by 
almost a half dozen of our large: 
cities. And so the trend goes. 

But the fact of greatest signifi- 
cance in the whole picture is the 
mortgage which our generation 


bas placed upen the future earn- 


but | 


ings of ourselves and our children. 


|The Federal debt has reached the 


the | 


astronomical figure of $252 billion 
—a quarter of a trillion doliars! 
Stiute and local debt constitute 
arcther $15 billion. This adds up 
to $1,770 per capita as compared 
with a mere $12 per capita 35 
years ago. 

Here then is the danger which 
confronts our nation—that, oblivi- 
ous to the consequence, we shall 
spend, tax and borrow ourselves 
into finaneial slavery. I say to 
you that the time has come to eut 
governmental budgets, to pe. gov-. 
ernmental debts and thereby to 
pave the way for ultimate tax re- 
ducticn—that is, if we really do 
love our children or have any 
concern for the generations yet 





Ss 


|unborn. After all, it is our debi, 


|eral taxes alone last year were | 


-abcut $2 billion more than the 


ago. The truth of the matter is 
to national income has been more 


than doubled in the iast 20 years. 


total national income just 15 years | 


that the percentage of all taxes. 


This trend, sooner or later, will, 


ican standard of iiving. 


by our increased national income 
as state? in todey’s dollars. 
| you relate that 
| prevar dollar you will encounter 
/a surprising: fact. 


take its tragic toll of our Amer-| 


Moreover, let us not be deceived | 


If | 
income to the. 


You will find} 


| not theirs. 
: . : total) i+ we have the moral stamina for 
national income. This means that) 


It is ours to liquidate 


self-sacrifice which it sternly re- 
quires. 
hi 
Approaches to Budget and Tax 
Reform 

At this point, you may remind 
me that this nation is engaged in 
a gigantic and cosily effort to 
build world peace and security. 
With that I shall agree. You may 
also ask me what particular gov- 
ernmental expenditures should be 
cut I shall quickly tell you that 
I do not know. ; 

It is precisely because I do not 
know that I can suggest at least. 
two desperateiy needed reforms in 
governmental finance. One is the 


Edison Electric Institute, Atlantic) that ever since 1945 there has/| need for budgeting and accounting 


City, N. J., June 2, 1949. 





‘been an actual decline both in 


(Continued on page 36) 
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NEWS ABOUT BANKS 
AND BANKERS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 





N. Baxter Jackson, Chairman of | 
the Chemical Bank & Trust Com- | 


pany, New York. announces the 
election of Robert L. Hamill, se- 
nior partner of Sanderson & 


Porter, to the Advisory Board of | 


the 30 Broad Street office of the 
bank. 


Mr. Hamil! is also Chairman 
of the Executive Committee of the 
Chamber of Commerce of the 
State cf New York and is a Direc- 


| Press, and Marvin C. Whatmore, 


' zines, publishers of “Look Maga- 


tor of Central Foundry Co., Mer- | 


cantile Insurance 
America and North British & 
Mercantile Insurance Company of 
America. 





The Board of Trustees of The | 


Bowery Savings Bank, New York, 
has appointed Ralph L. Cocks, 
Herbert F. Reilly and August M. 
Strung 
sistants. 
Mr. Cooks has been with the 
Bank since 1920, Mr. Reilly since 
1935, and Mr. Strung since 1928. 


B. Hollon Smith, 2nd Vice- 
President of the Investment De- 





Life Insurance Co. of Montclair. 
N. J., for the past six years, has 


been elected a member of the | 


Board cf Directors of The National 
Bronx Bank of New York, it was 
‘announced on June 14. by Harvey 
L. Schwamm, President. 


Principal Executive As- | 


Company of | 





Mr. Smith, who has been in the | 


banking and insurance fields for 

20 years, was associated with the 

Investment Department of the 

Bank of New York’ prior to be- 

coming a Vice-President of the 

—rs National Life Insurance 
oO, 





| Avenue office. 


‘ings Bank of New York opened 


Promotions and new appoint- | 


ments on the official staff of the 


Chase National Bank of New York | 
were announced by the bank on | 


June 9. The 
Victor E. Rockhill as Vice-Presi- 
dent in the public utilities de- 
partment: Lyon F. Terry as Vice- 
President in the petroleum Gepart- 
mert;: Robert C. Dallery, Jacque 


promotions were: | 


C. Frost, James P. Mitchell and | 


Walter H. Wizght:nan as Second 
Vice-Presidents in the commer- 
cial banking department, 


and | 


Hamilton T. Slaight as Second 


Vice-President in the vublic util- 
-ities department; Milton S. Coe 
and Andrew A. Peaty as Assistant 
Cashiers in the foreign depart- 


| Brooklyn, 


ment. New appointments from the | 


clerical force to the official staff 
inclué?d Harold B. Coburn, Wil- 
liam M. Ellis, Neal T. Fitzpatrick 
and James J. Maher as Assistant 
Cushiers: John C. Clark, as As- 
sistant Manager of the bond de- 
pertment:; and Donaid W. Brown, 
Arthur R. Clark and Howard 
Sneed 2s Assistant Branch Man- 
agers. 


As noted in our June 9 issue, 
page 16, Edward C. Holahan has 
been named to succeed Norman 
G. Hart who will shortly retire as 
head of the New York Agency of 
the Royal Bank of Canada. Mr. 


‘occasion of his 45th anniversary 


| tee of the bank in 1928 and Presi- 
| dent on July 3, 1941. 


| Dime Savings Bank of Brooklyn, 
N. 


| 


Hart, who will retire on pension | 


after a long career with the bank 


in Canada, the United States and | 
Eurepe, has been head of the New | 


York agency since 1938. He is a 
well-known figure in financial 
circles on both sides of the Atlan- 


| quote: 


| Cheirman of the Chemical Bank 


| Kenneth Boy!es as Assistant Man- 
partment of the Banker’s National | 


| retary, 


bark in Toronto, London, Eng- 
land, anc at the New York agency. 


Harvey D. Gibson, President of 
Manufacturers Trust Company of 
New York, announces that Leon- 
ard Dalsemer, Executive Vice- 
President of The Lord Baltimore 
Vice-President of Cowles Maga- 
zine,” have been appointed to the 
Advisory Board of the bank’s of- 
fice at 741 Fifth Avenue. Mr. 
Dalsemer is also a director of the 
Folding Paper Box Association of 
America, and Vice-President of 
The John Hopkins Club of New 
York. Mr. Whatmore was former- 
ly associated with the Iowa Des 
Meines National Bank & Trust Co. 
until 1935 when he went with the 
Des Moines “Register and Trib- 
une.” He has been with Cowles 
Magazines since 1937. 


On June 10, N. Baxter Jackson. 


& Trust Co. of New York an- 
novnceed the appointment of J. 


ager of the 320 Broadway office 
of the bank. 


Guaranty Trust Company of 
New York announced on June 10 
the appointment of Frederic K. 
Bullard, formerly Assistant Sec- 
as a Second Vice-Presi- 
dent, and James R. King, Jr., for- 
merly Assistant Secretary, as As- 
sistant Treasurer. Both are iden- 
tified with the company’s general 
banking depvartment at the Fifth 


On June 10 the Greenwich Sav- 


its new 57th Street office at 
3 West 57th Street, near Fifth 
Avenue. The 57th Street branch 
had previously been located at 
2 West 57th Street. Mementoes 
were presented to those attending 
the opening of the new office. 
The main office of the bank is at 
Broadway and 36th Street, while 
the bank also has a 16th Street 
office at 16th Street and Sixth 
Avenue. 


Forty-five years of service were 
honored Tuesday, June 14, 1949 
when the trustees and officers of 
the Reosevelt Savings Bank, 
N. Y., tendered a 
iuncheon to the Bank’s President. 
Mr. Adam Schneider, Jr. on the 


with bank. 
Mr. Schneider was made a trus- 


He is a past 
president of Group V_ Savings 
Bank Association of the State of 
New York and is a trustee of the 
Savings Bank Life Insurance 
Fund. He is widely known as an 
authority on savings bank invest- 
ments. 





The 90th anniversary of the 


Y., is being observed this 
month. Incidentally it is learned 
from the Brooklyn “Eagle” the 
bank has a record of 90 years of 
consecutive dividends to deposi- 
tors. From the “Eagle” we also 


“Total dividends paid to deposi- 


'tors since 1859 have amounted to 


tic, having served as Manager for | 
the bank in both Barcelona and | 


Paris. A native of Guysboro, N. S., 
Mi. Hart served his banking ap- 
prenticeship at Antigonish, and 
gained experience at various 


$182,669,041.07 and ‘The Dime’ has | 
never paid less than 2%. Today’s | 
resources amount to over $592,- 
000,C00 with 291,172 depositors 
listed on ‘The Dime’s’ records, as 
compared to 204,504 ten years ago. | 
The total amount on deposit in| 


| 


branches in Eastern Canada and | June of 1939 was $196,487,000. | 


in various departments of the 


(Continued on page 16) 


Employment Forecast: Slightly Downward 


By HERMAN B. BYER * 
Assistant Commissioner, 


Bureau of Labor Statistics, U. S. Dept. of Labor 


Reviewing basic indicators of recent economic trends, Labor Department official points out that they 
are all downward, fewer job opportunities being offered than at any time since war. Holds it is unlikely — 
serious situation will arise this year, however, and looks for higher production level when excess 


inventories are worked off and prices become stabilized. 


For the first time since the war’s end, my economic report to you is concerned with 
the word ‘“downtrend.”’ Our major interest is jobs, and currently employment develop- 
ments are heavily colored by the downturn in business activity which first became notice- 


able late in 
1948. Jobs 
generally are 
more dif- 
ficult to find 
than at any 
time since 
the war, hir- 
ing is at a low 
ebb, the work- 
week is be. 
coming short- 
er, and the 
number of 
jobless is sig- 
nificantly 





greater than 
at this time a Herman B. Byer 
year ago. 

Nevertheless, when placed in 


their proper perspective, the de- 
clines of the past six months have 
been both mild and orderly, and 
there is considerable evidence that 
the general economic situation 
remains quite strong, with many 
favorable factors still at work. 


Most of the basic”indicators of 
recent trends in the national 
economy point in the same direc- 
tion—slightly downward. One of 
the most comprehensive of these 
measures is the Commerce De- 
partment’s estimate of “gross na- 
tional product.” This shows that, 
in the first quarter of 1949, the 
market value of goods and serv- 
ices produced by the nation’s 
economy dropped (after adjust- 
ment for seasonal factors) for 
the first time since 1945. The de- 
cline between the last quarter of 
1948 and the first quarter of 1949 
amounted to about 34%, or an 
annual rate of $9 billion from the 


record level of $265 billion which | 
was attained in the last 3 months | 
Significantly, however, | 
it is still $11 billion above the | 


of 1948. 


average for the first quarter of 
1948. 

Highlighting the fields of ac- 
tivity which have been most af- 
fected, the data show that the 
great bulk of the drop occurred 


in two important sectors — per-_| 
sonal consumption expenditures, | 


and inventory accumulation. The 
drop in spending by consumers, 
amounting to $4 billion, was 
largely a_ reflection of lower 
prices, and physical volume was 
probably down only slightly. In- 


come of consumers, however, con- | 


tinued to exceed their actual ex- 
penditures, and personal savings 


rose, reaching a new high rate of | 
well over | 


$21 billion a year, or 


10% of disposable income. The 


| decline in the amount of output 


going into inventories totalled 
about $3 billion, and the records 
indicate that business inventories 
were growing at only a third of 
the rate which characterized the 


| fourth quarter of 1948. 
In addition to these very mod- | 


erate drops — mostly associated 


with price uncertainties and the | 


return to more normal conditions 


of buying and selling—the gross | 


national product estimates also 
show small declines in residen- 
tial building and in _ business 


|plant and equipment outlays. On 


the other hand, government and 
net foreigh purchases have risen 
slightly. 


Industrial Production 


Figures on 


In March, the Federal Reserve 





*“An address by Mr. Byer before 
the American Legion Area Con- 
ference, Kansas City, Mo., May 24, 
1949. 


¢g 


industrial produc- | 
tion show a similar down-trend. | 





, Board’s adjusted index stood at 
184% of the 1935-39 average, a 


drop of about 5% from the peak | 
of 195 which was reached last 
just about levelled off. 


|Autumn. Sharp drops between 


| those months, amounting to 10% | 1 
seasonally between April 


'to 15%, occurred in textiles, pa- 
| per, lumber, rubber and machin- 


me | ery. 


| since March, the level of indus- 
‘trial production has _ declined 
somewhat further, Steel produc- 
ition by the middle of May was 
| down about 7% from the ali-time 
| record set in March. It was still 
relatively high, however; higher, 
\in fact, than in any postwar 
month before last October. 

Residential building is another 
sector of the economy which is 
somewhat below previous peaks. 
In the first four months of 1949 
about 245,000 dwelling units were 
started, as against 280,000 during 
the same period of last year. The 
total value of new construction in 
April amounted to nearly $1.4 bil- 
lion—virtually the same as in 
April of 1948. This marks the first 
time since the war’s end that ex- 
penditures have made no gain as 
compared with the same month in 
the year before. 

Private construction is down 
sharply from last year’s compar- 
able levels, with residential builc- 
ing off 20%, industrial construc- 
tion down 24%, and commercial 
building off 12%. On the other 
| hand, outlays for public utilities, 
‘and for institutions and other 
| types of public construction were 
considerably higher than at the 
| same time in 1948. 





Fewer Job Oppertunities 


It is possible, of course, to ex- 
amine many more facets of the 
national economy, but I shall con- 
fine myself to only One more as- 
pect—the impact of these various 
developments upon the national 
labor market. Unlike any previous 
period since the war’s end, the 
economy is offering fewer job op- 
portunities than in the previous 
| year and is failing to absorb the 
‘annual increase in the labor 
force. The major reduction in em- 
ployment has taken place in manu- 
facturing, with the job total down 


some % of a million from last | 


year’s levels. The average factory 
| work week is also off by nearly 
two hours. Declines in factory 
payrolls have been fairly wide- 
spread, with the textile, leather 
and household appliances indus- 
tries hit the hardest. The woolen 
and@ worsted industry and shoe 
manufacturing, in fact, are back 
to prewar levels. In_ recent 
months, layoffs have also become 
pronounced in many of the steel- 
| fabricating industries. 


Employment in railroad trans- 
portation has also declined mark- 
edly over the year. On the other 
hand, employment in governmeirt 
was up by about 200,000, and con- 
struction and trade have shown 
little change. 


Despite the drop in employment | 
-and the resultant rise in unem-. 


ployment, and despite the many 
headlines on this subject in Janu- 
ary and February and March, the 
course of unemployment in April 
and early May showed that the 
situation was not worsening no-: 
tably. In fact, a chart of unem- 
|ployment in the vast 8 weeks 
| would show that it has moved ona 
line virtually parallel to that of last 
'year, except that it has been on 
'a higher level. In other words, 
‘alt hough unemployment rose 


sharply during the first quarter of 


| 1949 to about 34 of a million above 


last year’s level, it has not “snow- 
balled” since then; in fact, it has 


Last year, unemployment fell 
and 
May, rose to a seasonal high of 
2% million with the close of 
school, and then dropped to a low 
of 1,650,000 in October. This year 
it does not appear likely that the 
influx of students will be snapped 
up as eagerly as they were last 
year, so the level of unemploy- 
ment may even rise by approxi- 
mately a million during the Sum- 
mer months. While this higher 
level would still be extremely low 
when related to the size of the la- 
bor force, it does spell difficulties 
for particular industries, areas and 
individuals. ; 

In. addition, individual jobless- 
ness tends to be more prolonged 
than has been true in the recent 
past. In April, 1949, about 800,- 
000 people had been out of work 
for 4 months or longer, com- 
pared with 300,000 this past Janu- 
ary and 400,000 in April a year 
ago. Nevertheless, most of the 
unemployed still constitute a tem- 
porary group. Thus, of the 3.1 
million persons who were actively 
looking for work in February, 
about 40% were no longer seek- 
ing jobs in March. About a mil- 
lion of them had either returned 
to their old jobs or had found 





new ones, and 400,000 dropped out 


| of the labor, force, generally to 


_keep house or;to attend school. 

| With demobilization and recon- 
'version a full 3 years behind us, 
‘the veteran of World War II has 
become almost as thoroughly inte- 


'grated into the civilian economy 
'as the veteran 
Consequently, it is virtually im- 
‘possible, even were it desirable, 
'to insulate him from what is hap- 


of World War I. 


pening to the rest of the economy. 


How Veterans Fare 
Actually, however, veterans ap- 


| pear to have fared somewhat bet- 
'ter in employment over the past 
‘year than nonveterans. 
| 12.5 million veterans had nonfarm 
jobs in April, 1949—200,000 more 


About 


than a year before; at the same 
time, nonfarm employment of 
nonveteran men in the same age 
group declined by about a million, 
Similarly, the rise in veterans’ un- 
employment in the past year has 
been slightly smaller than for all 
men of similar ages; the number 
of unemployed veterans inereased 
from 620,000 in April, 1948 to 
810.000 a year later, a rise of 





| changed, and 


inevitable. 
. (Continued on page 27) . 


about 30%: the increase for all 
men 20 to 44 was about 36%. 


The general import of the vari- 


‘ous production and employment 


factors which we have been dis- 


cussing thus far is clear enough. 
| During the past four to six months 


the economic climate has indeed 
we are definitely 
down from the postwar peak. 
But that is not, in my opinion, 
the most important conclusion to 
be derived from the current data. 
A far more significant one is that 
‘this change, though fundamental, 


‘is not necessarily the harbinger 
'of worse things to come. 
i'shift from the feverish, super- 
| charged condition of the economy, 
‘in which “cost was no object” to 
|a more normal situation in which 
business at a fair price is still 


The 


= 


extremely good, was obviously © 


It had to come sooner 
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Michigan 


Brevities 


An amendment to the certificate of incorporation of Hudsor 


Motor Car Co. has been filed and 


May 20, the stockholders approved a proposal to change and increase 
the authorized common stock from 2,000,000 shares, without par value, 


earnings of $619,277, or $1.26 per; 


te 3,000,000 shares, par $12.50 per¢ 
share. The outstanding common 
stock, the number of shares re- 
maining unchanged had _ pre- 
viously been carried on the books 
at a stated value of $12.50 per 
share. . 
% % % 

Michigan Consolidated Gas 
Co. on June 1 filed a registra- 
tion statement with the SEC 
covering an issue of $25,000,000 
sinking fund debentures due 
July 1, 1967. The net proceeds 
are to be used to repay $3,500,- 
600 of promissory notes, to re- 
tire 40,000 outstanding shares of 
44% cumulative preferred 
stock, to prepay $7,250,000 of 
214% promissory notes of Aus- | 
tin Field Pipe Line Co., a sub- 
sidiary, and for expansion of | 
facilities. The underwriters of 
this issue are to be determined 
through competitive bidding. 


% % % 


The Detroit Stock Exchange re- 
ports that trading volume in May 
was 186,267 shares, having a dol- 
lar value of $2,758,444. In addi- 
tion, 19,171 American Telephone 
& Telegraph Co. and Columbia 
Gas System, Inc. rights were 
traded. Trading volume in April 
was 224,229 shares with a dollar 
value of $3,096,965, and in March 
was 272,914 shares having a dollar 
value of $3,376,662. 


The 10 most active traders 
during May were: Detroit Edi- 
son Co., Commonwealth & 
Southern Corp., Warner Aijir- 
eraft Corp., Goebel Brewing 
Co., McClanahan Oil Co., 
Prankenmuth Brewing Co., 
General Motors Corp., Friars 
Ale Brewing Co., Peninsular 
Metal Products Corp. and Avco 
Manufacturing Corp. 


% 


% % 


For the six months ended 
March 31, 1949, Miller Manufac- 
turing Co., Detroit, reported a 
consolidated net income of $203,- 
584, or 35 cents per common 
share, after charges and Federal 
income taxes. This compares with 
a net of $180,267, or 32 cents per 
common share, for the corre- 
sponding period last year. J. W. 
McDougal, President, stated that 
“it is conservatively estimated 
that the company will realize op- 
erating savings in excess of $100,- 
000 per year on its West Branch 
investment.” This investment in- 
volved an expenditure of approxi- | 
mately $395,000. 

% % 7 

Wm. C. Roney & Co., Detroit, 
are offering $300,000 of H. W. 
Rickel & Co., Detroit, 514% 
convertible debentures due 
June 1, 1961, at par and ac- 
erued interest. The net proceeds 
will be used for construction 
and additional working capital. 
The debentures may be con- 
vertible into common stock at 
any time up to and including 
May 31, 1959. 


% cd +s 
Lakey Foundry & Machine Co., 
Muskegon, reports for. the six, 
months ended April 30, 1949 net 


L. A. DARLING 


Common Stock 








} 
| 
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became effective June 1, 1949. On 





share, compared with net earnings 
of $612,661, or $1.25 per share for 
the same period last year. Sales 
this year were $7,939,086, against 
$7,944,245. For the quarter ended 


April 30, 1949, net was $253,479, | 
or 51 cents per share, compared | 


with $365,798, or 75 cents per 
share, in the preceding quarter 
and $321,902, or 66 cents 


share, in the corresponding period 


'in 1948. Sales for the April 30 


guarter this year were $3,689,758, 


‘compared with $4,249,328 in the 
| preceding three months and $4,- 


302,465 in the like quarter a year 


ago. 
% 


The application of National 
Electric Welding Machines Co., 
Bay City, to list 380,000 shares 
of its $1 par value common 
stock was approved by the De- 
troit Stock Exchange on June 7, 
with trading expected to begin 
in about 30 days. The company 
owns and operates three plants 
aggregating 75,000 square feet 
of floor space and each year 
since May 1, 1937 has paid divi- 
dends on its stock. Regular and 
extra distributions for the year 
ended Oct. 31, 1948 totaled 32 
cents per share, the largest ever 
paid in any one year. 

a % 

The operations of Fry Products, 
Inc., Detroit, for the calendar 
year 1948 resulted in a net profit 
after Federal taxes of $95,341, 
which is equal to $1.27 per com- 
mon share outstanding. This com- 
pares with $1.37 per share earned 
for the year 1947. Three dividends 
totaling 30 cents per share were 
paid during 1948. For the first- 
quarter ended March 31, 1949 net 
earnings totaled $45,187, or 60 
cents per share, as against $2,673, 
or under 4 cents per share, for 
the three months ended March 31, 


1948. 


% 


* % 

General Motors Corp. pro- 
duced 265,280 passenger cars 
and trucks in the United States 
and Canada during May, estab- 
lishing its highest monthly out- 
put. The total exceeded April, 
1949, by 13,917 units and com- 
pares with the previous high of 
262,628 units produced during 
April, 1941. Of the total vehicles 
produced in May, 1949, 219,892 
were passenger cars and 45,388 
were trucks. The attainment of 
the high monthly rate of pro- 
duction in May was made pos- 
sible by an increasing avail- 
ability of steel, GM. officials 
said. For the year to May 31, 
1949, General Motors Corp. has 
produced 1,087,335 passenger 
cars and trucks in the U. S. and 
Canada, compared with 898,293 


for the same veriod last year. 
*k ty J % 


% 


e 


First of Michigan Corporation 
and Watling, Lerchen & Co., 
participated together with two 
groups of investment bankers, 
in two public offerings, viz: On 
May 18 of 800,000 shares of 
Southern California. Edison Co. 
common stock (par $25) at 
$32.25 per share (which issue 
was oversubscribed); and on 
June 2 of $20,000,000 314% 
sinking fund debentures due 
June 1, 1969, of The Sperry 
Corp. at 100.37% and accrued 
interest. 

First of Michigan Corporation 
also on June 8 was among these 
publicly offering $75,000,000 
Public Service Electric & Gas 
Co. first and refunding mort- 
gage 2%% bonds, due June Il, 
1979, at 10114 % and accrued in- 
terest. 


per | 


News About Banks and Bankers — 


(Continued from page 15) 


The total today has soared to 
$529,167,000, and in addition there 
is $1,789,200 in school savings and 
Christmas Club deposits.” 


The “Ola Timers” of The Lin- 
coln Savings Bank of Brooklyn, 
N. Y., met recently and organized 
a Lincoln 25-Year Club. Officers 
of the new club are: Fred. Gretsch, 
Honorary President; George H. 
Doscher, President; John A. Elbe, 
| Vice-President, and Raymond I. 
Bundrick, Secretary - Treasurer. 
(Mr. Doscher has been with the 
/bank over 55 years. The Lincoln 
'has 33 members of the staff that 
|have been with the bank for 25 
|years or more. The combined 
| service of all the club members 
' total 1,030 years. 

Announcement was made on 
June 6 by the Marine Trust Com- 
pany of Buffalo, N. Y., of the pro- 
motion of Arnold E. Koch from 
Assistant Manager of the Main- 
High office to Manager of the Fill- 
more office, effective Aug. 1. Mr. 
Koch, says the Buffalo “Evening 
News,’ will succeed John F. 
Horen, who will become Manager 
of the Riverside office upon the 
retirement of Christ S. Warren on 
Oct. 1. Announcement also was 
mede of the appointment of Car] 
A. Weber as Assistant Manager of 
the Main-Hizh office, succeeding 
Mr. Koch. 


“: 
ad 


* % 
Cyril F. Ginther, a trustee and 


County Savings Bank of Buffalo, 
N. Y., died on June 6. Mr. Ginther 


“Evening News” reports that he 
was Treasure: of Group I, New 
York State Savings Bank Associa- 
tion, a member of the Bond Club 


New York. 


Pa 
hod 


Francis P. McGinty, President 
of the First Bank & Trust Com- 


ke 


5 at the age of 80. Mr. McGinty, 
a brother of Brother Boraventure 
Thomas, President of Manhattan 
Coliege, Riverdale, N. Y., was 
known for his civic and religious 
interests. His activities included 





Trustee of Our Lady of Lourdes 
Church, and a Fourth Degree 


cles throughout New York State 
for his work 
for operating banks in the Utica 
area during the 1930 bank holi- 
day period. 


% 


Rhode Island Bankers Association 
at Providence. R. I.. on June 9, 


of the Union Trust Company of 


Providence, was elected President 
of the Association. 


George W. Holt, Jr., Vice-Presi- 
Bank, was named Treasurer. The 
foregoing is from the Providence 


“Journal” of June 10, from which 
we also take the following: 


“Members of the Executive 
years were: Louis E. Grover Jr., 


Savings Bank. and Everett J. 
Bateman, President of the Wake- 


regular 


Elmer D. Nickerson, also of the 


tirement was announced. For his 
14 years of service as Secretary 





Vice-President of the Citizens) 


Senior Vice-President of the Eris 


was 66 years of age. The Buffalo. 


of Buffalo and the Bond Club of | 


pany in Utica, N. Y., died on June | 


a Regency of Le Moyne College, | 
Knight of Columbus. Mr. McGinty | 
was well known in banking cir- | 


in devising plans | 


William A. Soban, Vice-President | 


M. Randolph | 
Flather, Treasurer of the Indus-| 
trial Trust Co., was elected Vice- | 
President of the State body, and | 


dent of the Providence National | 


preciation and congratulations for 
a jeb well done. A check also was 


presented.” 
June 30 has been set as the date 
when the stockholders of the 


Hartford National Bank & Trust 
Company and the First National 
Bank of Hartford, Conn., will act 
on the plans for the proposed mer- 
ger of the two institutions. An item 
appeared in our issue of June 9, 
page 2490, regarding the propo- 
sals and the exchange of stock. 
At the coming meeting the stock- 
holders of the Hartford National, 
it is learned from the Hartford 
“Courant” of June 10, will vote 


present rate of dividend per 
shere.” It is added that the First 
National has been paying regular 
id dividends of 40 cents a 
share. 


a 


The Pennsylvania Title Asseci- 


_ation of Philadelphia announces 


the election of the following of- 
ficers for 1949-50: President, Pres- 


'tor D. Brenner, Title Officer, Land 


to increase its capital from $4.,- | 


000,000 to $5,150,000 to provide for 
the stock exchange. The Hartford 
Naticnal will have surplus of 
equal amount $5,150,000, and un- 
Givided profits of more than 
$2,760,000, meking total capital 
funds of move than $13,000,000. 


% * 


A recommendation that the ca-_ 


pital of the Phoenix State Bank 
& Trust Company of Hartford, 
Conn., be increased from $1,600,- 


|'6422 Georgia Avenue, 


Title Bank and Trust Company, 
Philadelphia; Vice-President, John 
H. Kunkel, President, Union Title 
Guaranty Company, Pittsburgh; 
Treasurer, Gordon M. Burlingame, 
Vice-President, Bryri Mawr (Pa.) 
Trust Co.; Secretary, Carl P. Ober- 
miller, Title Officer, Land Title 
Bank and Trust Company, Phila- 
delphia. 

The Bank of Commerce and 
Savings of Washington, D. C., 
opened on June 6 the new quar- 
ters of its Brightwood branch at 
N. W., 
Washington. Francis E. Robey, a 
Vice-President of the bank, is 


|Menager of the branch. 


00C to $2,000,000 by a 25% stock | 


dividend has been made to the 
steckholders by the directors, who 


'have also recommended that the 


par value of the shares be reduced 
from $100 to $25. Reporting on 
the proposed plans, the Hartford 
“Ccurant” of June 11 said: 


| “When the authorizations are | 
voted stockholders will come out | 


with five $25 par shares for each 
present $100 par share. The an- 


stock has been equal to $10 a year. | 


It is expected that this rate will 


|In connection 


be maintained on the new capital-| 


ization. 


Upon the completion of | 


American Security & Trust 
Company’s new Woodley Park 
office opened on June 6 at Calvert 
Street and Connecticut Avenue, 
Washington, D. C., Daniel W. Bell, 
President of the bank, announced. 
It is the only branch bank in the 
District of Columbia to be fully 
air-conditioned and feature a 
drive-in window fvr motorists. 
with the special 
public preview on June 4, cos- 
tumed Treasury volunteers sold 
over $3,000 in savings bonds from 
an authentic Conestoga covered 


nval dividend rate on the $100 par | W@80n at the branch. The branch 


is designed to serve the Woodley 
Park section of about 40,000 resi- 
dents. 


The Woodley Park office is un- 


new new capitalization plans, ca-|der the managership of Kenneth 
pital will be $2,000,000; surplus | Birgfeld, Assistant Vice-President 
$2,400,000 as now and undivided | of American Security. 

proefits will be in excess of $1,000,- | 


000. 


Undivided profits at a re-| 


% 


th 


The Bank of Virginia of Rich- 


cent date were $1,475,000. Approv-| mond, Va., announced on June 11 
al of the proposal has been granted | 


by the State Banking Department. 
This will be the first 
change, excepting surplus in- 
creases, since the merger of the 
Phoenix and the State banks in 
1926.” 


The resignation of Frank L. 


Executive Vice-President, and 


, ° Percy J. Smith, Assistant Cashier, 
At the annual meeting of the 


noted in 
page 2490. 


% 


Action on the question of in- 


creasing the capital stock of the | 
First National Bank of Philadel- | 
phia to permit the declaration of | 


a 25% stock dividend will be 
taken at a special meeting of the 


stockholders of the bank on July | 


12. The bank’s capital stock at 


present consists of 311,100 shares | 


of $10 par and payment of the) perosit Insurance Corporetion, it 
stock dividend would increase the | \,,-. reported fron: Bowling Green 


'number of outstanding shares to 


Council named to. serve three) 


| 


field Trust Co. At a meeting of | 
the Executive Council after the “°°. 
session, Milton A. Roy, | dividend upon the stock of the 
Assistant Secretary of éhe Indus- | 
trial Trust Co., was chosen Secre- | 


tary of the organization to replace : 


Industrial Trust Co., whose re-| 


of the organization, Mr. Nickerson | 
, was given a resolution passed by | 


388,875. In quoting this, the Phila- 
delphia “Inquirer” of June 10 
quoted President Harry C. Carr, 
President of the bank, as having 
the following to say in announc- 
ing the board’s recommendation 


| for the stock dividend: 


“For the past 15 years the bank 
has maintained a constant rate of 





bar:k, despite increased earnings, | 
for the purpose of building up its | 
capital structure to enable it to/| 


expand its operations. The board | 


now feels that the capital struc- 


ture has been built up to an ex-, 
| With the absorption a branch was 


tent sufficient to justify the dis- 
tribution of a !arger proportion of 
the earnings of the bank than over 
the.past years. The board does not 


the promotion of Louis Reekes to 


| Vice-President and Frank T. Hyde 


capital | 


to Assistant Cashier. Mr. Reekes 


is in charge of the bank’s West 


Broad Street office, Richmond, 


| and both have been at that oranch 
| since its opening in August, 1948. 
| Mr. Reekes joined the bank’s loan 
; i Lu. | department in 1941, after 15 years 
King as Vice-President and a di-|in investment banking and sales 
rector of the Union National Bank | finance fields). He was mede an 
of Newark, N. J., was announced | Assistant Cashier in January, 1944, 
by Vincent J. Murphy, President,| and Assistant Vice-President in 
on June 5, it was stated in the| January, 1946. Mr. Hyde was with 
Newark “News” of June 6. Two) 
other recent resignations from the | 
bank were: C. Warren Crandall, | 


the United States Tobacco Com- 
pany for 3% years. He served 
with the Navy from February, 
1942, to Dec. 8, 1945, and was com- 


| manding officer of the USS Golds- 
these columns June 9Q,! 


borough DD-!88. He joined the 
bank in 1945, working in various 
departments until assigned to the 
rew West Broad Street branch. 


A merger of the Citizens Sav- 
ings Bank of Westen, Ohio, with 
the Bank of Wood County of 
Bowling Green, Ohio, was ap- 
proved by the directors of both 
institutions on June 7, under a 
contract devised by the Federal 


on June 8 by a correspondent 
from the Toledo “Blade.” The 
action, it is said, followed an al- 
leged shortaze of private accounts 


in the Weston bank. It is further 
said that under the terms of the 
cortract all commercial and sav- 
ings accounts of the Weston bank 
wiil be transferred to the Bowling 
Green institution. 


vs: “ 


On May 31 the State Savings 
Bank Company of Maumee, Ohio, 
was absorbed by the Commerce 
National Bank of Toledo, Ohio. 


established by the latter institu- 
tion at Maumee, advices from the 
Board of Governors of the Reserve 


| the members recording their ap- | cortemplate any change in the | System state. 
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Danger in Deficit Financing 
By ROGER W. BABSON 
Mr. Babson stresses serious situation to nation that may result from 
threatened deficit financing. Says either taxes must be increased 


or government expenses correspondingly reduced, if a new wave of 
deficit financing is to be avoided. 


During the 28 years that I have been writing this weekly column, 
I have seldom suggested to my five million readers that they write 
their Congressmen. I am doing so now, however, because of the indif- 


ference which I found as to government fina 


trip about the 
country. 

For the first 
time in many 
peace years 
the Govern- 
ment has 
reached the 
“parting of 
the ways” in 
connection 
with balanc- 
ing the budget. 


during the 
war it was im- 
possible to 
balance the 
budget and no 
one asked that it be done; but to- 
day the situation is very different. 
The country is now at peace; busi- 
ness is fairly good; and employ- 
ment continues to be high. On the 
other hand, due to the demands 
from abroad and the possibility of 
smalier income tax receipts, one 
of two things is necessary. Either 
taxes must be increased, or Gov- 
ernment expenses must be corre- 
spondingly reduced. The Hoover 
Commission recommends an an- 
nual reduction of $3 billion. 


I believe that President Truman 
is an honest man, but I fear some 
of his aclvisors are either mislead- 
ing him or else are ignorant of 
economic truths. He wants a bal- 
anced budget, but he seems un- 
willing to balance this budget in 
the obvious and sensible way— 
mamely, by reducing Government 
expenses. This would be the nat- 
ural way for any business to bal- 
ance its budget; in fact, this policy 
of economy would have saved Mr. 
Truman from undeserved finan- 
cial trouble which, through no 
fault of his, came upon his former 
haberdashery store which I visited 
a few weeks ago when in Kansas 
City. 





Roger W. Babson 


The Present Danger 


The present danger is that Con- 
gress, to satisfy those who are op- 
posed to increased taxes and also 
those who want to hold jobs for| 
their friends, may cause the coun- 
try to fall into the terrible and 
dangerous habit of deficit financ- 
ing—that is, to run the Govern-| 
ment at a loss and borrow money 
to make up the difference. Such a 
borrowing policy is like a Pro- 
hibitionist starting in to drink, or 
like a bank clerk starting to} 
gamble, or like any family living 
beyond its means. Once the habit 
starts, it is very difficult to stop, 
and always ends in disaster. 


I was recently talking with Mr. 
Eugene W. Stetson, one of the best 
informed bankers in New York, 
regarding the general business 
outlook. He stated that commodity 
prices could stabilize and employ- 
ment hold up “if the business in- 


Of course,} 


neces on my recent annual 





unnecessary for Uncle Sam either 
to increase taxes or to go into fur- 
ther debt.” If your Congressmen 





' will take your advice on this mat- 


ter, the decline in business at this 
time might be checked. But other- 
wise, a constant decline in prices, 
wages, and employment may be 
expected. It would be the old 
story of trying to burn a candle at 
both ends. 

Let’s be frank. You know your 
Congressman. Would you employ 
him to run your own business? 
Yet, you have elected him to run 
the greatest business in the world; 
and I say this very seriously. On 
the other hand, your Congressman 
is anxious to please a majority of 
his people who vote for him. The 
labor interests are organized to 
push for a deficit program. They 
seem to have no interest in bal- 
ancing the budget, but merely to 
make trouble. Hence, the hope of | 
the situation lies with independent 
voters such as the farmers, small 
businessmen and unorganized 
workers. Perhaps, you will sug- 
gest to your Congressmen that 
much of this desired economy 
could be brought about without 
firing anyone, but by merely not 
replacing those Government em- 
ployees who resign or die. 





Sees Realty Prices 
“Walking Down Hill” 


According to Norman Strunk, 
Staff Economist of the Society of 
Residential Appraisers, a profes- 
sional organization of 6,000 resi- 
dential property appraisers, “real 
estate prices will walk down hill, 


'rather than run down.” This state- | 


ment was made in the Society’s | 
publication, “‘The Review.” | 

Mr. Strunk points out that the! 
general trend is clearly downward | 
in terms of prices, business activ- | 
ity, and national income. The ques- 
tion, therefore, is one of the rate | 
and not of the direction of future | 


decline. 


“So far we have been slowly | 
walking down hill; and there are | 
five reasons for continuing this | 
rate,” the economist continues. | 
“Business isn’t at all bad this year. | 


House construction in 1949 should | 


not be more than 20% below last | 
year’s record; real estate activity | 
is well above that of the war and | 
prewar years; and prices aren’t | 
down much except on the older | 
or poorly located properties.” 


“The present downward trend | 
appears to be caused by natural 
economic forces rather than by | 
any one or several precipitous | 
crises such as this country faced | 
in 1929,” writes Mr, Strunk. “The | 
current readjustment is healthy | 





terests of the country could have 
faith in the Democratic Congress | 
now in session in Washington.” In| 
other words, the recent decline in| 
commodities and the accompany- 
ing increase in unemployment, is} 
largely due to a fear amongst 
thoughtful people that proper ef- 
forts will not be made to reduce 
Government spending and prevent 
further debt. 


Write Your Congressmen 
Therefore, if you readers of this | 





column are interested in getting a} Bad minton, Shuffleboard and | gata. 


fair price for your product and| 
holding jobs for yourself and fam-| 
ily, I earnestly urge that you write | 
your Congressmen as _ follows: 


K. €. Bond Traders 


and thus far has been very or- 
derly.” 





To Hold Outing 


KANSAS CITY, MO. — The} 
Bond Traders Club of Kansas | 
City will hold its Annual Sum-| 
mer Outing on June 24, 1949 at! 
Lake Quivira Country Club, | 
There will be Golfing, Swimming, | 





Bridge. 








91x Months of Chinese Currency Inflation 


By HOWARD H. PRESTON* 


Professor of Money and Banking, University of Washington, Seattle 


Professor Preston gives a first hand account of the course of depreciation of the Chinese “Gold Yuan” 
currency. Says China’s inflationary experience offers little that is new, and proves necessity of link- 
ing sound fiscal policy with monetary reform. Ascribes collapse of Gold Yuan currency as both cause 
and effect of military and political disaster that befell the issuing government. Looks for no easy solution 


The Chinese Gold Yuan currency (universally known in China as “G. Y.”’) has col- 
lapsed. It was first put into circulation on Aug. 19, 1948, to replace the Chinese National 
Currency (known as “C. N. C.” or “Fapi’) which had become worthless. Seven months after 


5k sili Sle it 
notes first ap- 
peared they 
were worth 
less than 
1/1000 of their 
issue rate in 
terms of U. S. 
money. 

Mrs. Preston 
and I first met 
the new G. Y. 
(Gold Yuan) 
currency of 
China on Sept, 
20, 1948 at 
Shanghai air- 
port. One of 
the require- 
ments in passing customs was to 
surrender our United States 
money. Together we Prestons had 
$42.86 U.S. We were told to keep 
the change and were handed $168 
G. Y. in crisp new notes for our 
$42 in currency, i.e., four to one. 
Our first expenditure was a tip to 
the boys who hustled our bags 
into the waiting auto. They ac- 
cepted it avidly but this was not 
proof of its value; they would 
have taken C. N. C., which was 
still in circulation, albeit perhaps 
less eagerly. 

In the next two or three days 
we had abundant evidence that 
the G. Y. was good money. My 
haircut the next day in the elite 
Metropole Hotel shop was G. Y. 
$1.20, the first 30-cent haircut I 
had had for years—decades (the 
next trim in the less pretentious 
shop at Yenching University, ca- 
tering to students and faculty 
trade, was $0.60 G. Y.—the first 
15-cent haircut in my life). Our 
duties took us next day to Nan- 
king, about 185 miles distant from 
Shanghai. The tickets for two 
with a two-berth compartment 
and real comfort were G. Y. $14.50. 
A trip from Seattle to Portland, 





Howard H. Preston 


|approximately the same distance, 


in an intermediate class sleeper 
would be more dollars U. S. than 
this was in G. Y. Our Nanking 
rooms at the World Health Organ- 
ization Hostel were G. Y. $5 each 
ner night. A one G. Y. note was 
beginning to look like a U. S. dol- 
lar bill. We were soon to learn, 
however, that its purchasing power 
depended upon what you needed 
to buy with it. A small bottle of 
ink was one G. Y., but the ink had 
come from the U. S.; therefore, it 
necessarily carried transportation 
and handling charges. Gasoline 
was double its U. S. price. 

In Nanking we were given an 
advance of $3,000 G. Y. on our 
Fulbright salary and living costs, 
all in crisp $5 notes. This was 
$750 U. S. and seemed at least 


*This is a first-hand report of 
China’s second monetary inflation 
since V-J Day. The C. N. C. cur- 
rency had been repudiated before 
we reached China in September. 
During six of the eight months 
that G. Y. notes have been in cir- 
culation, Mrs. Preston and I lived 
in China where I held an appoint- 
ment as Fulbright visting profes- 
sor. This paper is written to re- 
cord, in terms of actual experience, 
the fate of this money and some of 
the consequences of hyper-infla- 
tion. No attempt is made to but- 
tress the story with statistical 
It is written in the first 
person in order to preserve the 


Reservations may be made with | Personal flavor. Our account book 


|L. B. Carroll, Prescott, Wright, | 


is used for actual exchange rates, 
a more realistic set of figures than 


g 


| 











double that amount since our 
earliest expenditures — services 
and railroad transportation—were 
in fields of relatively low prices. 
With stories of Chinese banditry 
and holdups in mind I took this 
much cash with apprehension. We 
were spending a night in Nanking 
and making an all-day train trip 
to Hangchow via Shanghai; I cod- 
dled this bundle like a baby. It 
was with genuine relief that I 
handed over $2,500 of these notes 
to the Hangchow University bur- 
sar for safekeeping. Most of them 
were used by mid-November, but 
I left $100 as a nest egg. When I 
drew out the last $50 in January 
it was worth about 25 cents U. S. 
(200-1). When this was written 
(March) G. Y. were 4,500 to $1 
U. S. and sinking fast. On March 9 
I exchanged $1 U. S. for 4,500 
G. Y., the first exchange I made 
with G. Y. worth less than 1/1000 
of their original value in terms of 
U. S. money; we sensed then that 
it was gone. 

Our experience with the rapidly 
sinking G. Y. and the efforts being 
made to find suitable substitutes 
for it as money is well illustrated 
by a trip I made March 2-7 from 
Canton to Changsha, about 500 
miles into the heart of China. On 
the northward trip I made an in- 
ventory of my various kinds of 
money. Since it shows what we 
were using as means of payment I 
refer to my train notes. 


I was equipped with several 
kinds of “money.” First,.my G. Y. 
for small current transactions; 400 
of them bought a large serving of 
fried rice in the diner to supple- 
ment the fruit, sandwiches. and 
cookies that my wife had tucked 
in my suitcase. Then I had my 
U.S. money pocket. I didn’t fill it 
very full, both because of safety 
and its limited acceptability in 
rural China. Another pocket con- 
tained Hongkong notes; the 10- 
cent pieces have a picture of King 
George and the imprint of the 
“Government of Hongkong.” Some 
of the $10 Hongkong bills I car- 
ried were issued by the “Hong- 
kong and Shanghai Banking Cor- 
poration,” reminiscent of the 
bronze British lions guarding the 
impressive entrances of the bank’s 
Hongkong and Shanghai build- 
ings; others carried the imprint of 
the equally solid “Chartered Bank 
of India, Australia,. and China.” 
Hongkong money had come to be 
practically the standard of value 


in Canton and the preferred me- 


dium of exchange. 

In addition to the above I had 
“big head” Chinese silver dollar 
pieces. Each is approximately the 


|size and weight of a U. S. silver 


dollar. The actual exchange value 
of silver coins bears little relation 
to the market price of their silver 
content. My dollar pieces cost me 
$1,500 G. Y. apiece, or about 65 
cents U. S. Not many weeks pre- 
viously Chinese silver dollars were 
at a premium in Shanghai in terms 
of U. S. notes, that is, it required 
more than $1 U. S. to buy a Chi- 
nese dollar coin. Silver constitutes 
a store of value cherished by hard- 
money-loving Chinese. 

Before digressing further about 
silver I must complete the inven- 
tory of my stock of “money.” In 
my left trous¢rs’ pocket I had a 
book of American Express travel- 
ers’ checks—a safe and negotiable 
form of “money” that I husbanded 
carefully. Finally, my personal 


“Please vote to reduce Govern-| Snider Co., Secretary of the Club.| the. official rates would be, if| check book was riding along in 
my briefcase. In some places a 


ment expenses so that it will be 


The guest fee is $10. 





available. 





U. S. check is the preferred 
“money.” A _ student going to 
America found herself holding 


more than the legal amount (then 
$160) of U. S. money which would 
pass customs. She sought a per- 
sonal check for the surplus. Amer- 
icans in China with bank accounts 
in tne U. S. prefer our personal 
check; it can be sent home for de- 
posit or held as a store of value. 
So I bumped along on the train 
carrying six kinds of money, the 
least prized being the G. Y. 

It seems ironical that Hongkong 
money has become both the favor- 
ite medium of exchange and the 
accepted standard of value in Can- 
ton when we recall that less than 
two years ago the British Con- 
sulate building was burned and 
the Britisa banks in Canton were 
attacked as a demonstration 
against the British retention of 
Hongkong. In the Shanghai-Hang- 
chow area, where we spent several 
months, even the critics of “Amer- 
ican imperialism” eagerly ac- 
cepted U. S. money as far as they 
could legitimately do so. 

Down. to this point the account 
of our experiences was written On 
the train from Canton to Changsha, 
as noted above. The journey ended 
with the paper incomplete. I re- 
sumed the writing after my return 
to Lingnan University at Canton. 
One of my first tasks at Changsha 
was to buy my return ticket. This 
had to be paid for in G. Y. since 
he railroad is Government-owned, 
I had not brought along the needed 
58,800 G. Y. for three reasons: (1) 
it is bulky; (2) it might lose a 
great deal in value in three days; 
and (3) I was warned that I might 
be held up (an unnecessary pre- 
caution). 

At the Changsha branch of the 
Shanghai Commercial and Savings 
Bank we found that the G. Y. had 
shrunk, even in three days. The 
bright new notes with which I 
bought my ticket in Canton cost 
me 2,398.75 per U. S. dollar. The 
Changsha banker offered notes at 
3,200 per dollar and kindly sug- 
gested I might get more in the 
black market. I didn’t try. Now 
how to pay? My monetary stock, 
as noted above, consisted of G. Y., 
U. S. currency, Hongkong bank 
notes, “Big Head” silver dollars, 
American Express Company Trav- 
elers’ Checks, and my own bank 
deposit in a Seattle bank. I asked 
about the possibility of the latter. 

“Certainly we will take your 
check, Mr. Preston—no exchange 
charge.” Then an embarrassing 
moment, my check book was at 
the home of Dwight Rugh, my 
host and the Changsha represen- 
tative of Yale-in-China. Once 
more the courteous, “Never mind, 
never mind; we will send a mes- 
senger for your check.” The bank 
officer handed me a bundle of bills 
nearly the size of a brick—64,000 
G. Y. 

Upon leaving the bank I soon 
found that aside from official 
transactions, railroad tickets, post- 
age, etc., the G. Y. was practically 
gone in Hunan Province. Dwight 
Rugh told me he had just collected 
approximately $30,000 in Chinese 
silver coins in payment for tuition 
and board for the current term at 
Yale-in-China. At the Fuh Siang 
Girls’ School which I visited late 
in the day of my guide, Miss Ger- . 
trude R. Bayless, pointed out a 
building that interested me espe- 
cially. She called it “The Bank.” 
It was, in fact, a granary for stor- 





(Continued on page 24) 
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Mutual Funds 


= By HENRY HUNT 


Market Review 


“Whether a bullish attitude at this time is warranted depends 
largely on what one expects to happen to business activity and earn- 
ings. If we are to have a short recession present levels are probably 
low. If a severe depression is in the offing, current prices could 
prove high. There is considerable difference of opinion as to what 
lies ahead ... on the part of some of our better known economists 
on the future course of business. In general the conclusions are that 
while further adjustments are likely, no serious trouble appears in 
prospect. 

“The failure of the averages to hold above their lows of the last 
six months was disappointing but it should be noted that the market 
is now close to the level where it has found good support since 1946. 
These low points and the subsequent recoveries were as follows: 





























Low Point Subsequent Gains 
SERRE aT gee ee 163.12 i3 % 
Ne eg a eh oe 163.21 1444% 
ESE SFE Sree sere eee Spee . 165.39 16142% 
NE GS 165.00 La 


“Fortunately this test of those former support levels is coming 
at a time when there are several favorable technical factors: 

“(1) The short irterest is the highest in 16 years. 

“(2) The ratio of the short interest to the average daily volume 
of trading in last month is the highest since May of 1938, shortly be- 
fore the market advanced sharply. 

““(3) The smaller odd-lot traders are beginning to sell on balance. 

“(4) The market has rallied from its May-June lows to a higher 
July-August level in each of the last 52 years. The average gain was 
16.4% with the upturns ranging from 0.6% to 82%. (From the study 
by Standard and Poor’s.) 

‘‘(5) The large purchases of open-end trust shares and the will- 
ingness of the managers of these trusts to invest most of this new 
money in conservative issues, provides a cushion for the market. 

“(6) The small amount cf margin trading means that holders of 
stocks can be deliberate in their decisions as to whether to hoid or sell. 

“(7) The qualitative adjustments of the last three years have re- 
moved most of the distortions that developed in the advance from 
1942 to 1946.”—Written by Harris, Upham’s Ralph Rotnem. 


Mutual Funds vs. “Telephone” 


“Difficultics of investors who follow the ore egg, one basket 
method were never better exemplified than in American Tel. & Tel., 
so frequently used as a ‘one-stock portfolio.’ 

“This stalwart, reputable investment has sold at a lower price 
each year since 1946, Not since 1943 has it sold as low as the recent 
14014-—-off 30% from the 1946 high vs. a decline in the Dow-Jones 
Industrial Average of 209%. 

“Despite the record of uninterrupt dividerds since 188i—de- 
spite the payment of $9 yearly since 1922, this stock has seen some 
remarkable ups and downs. Every few years that big dividend looks 
a little bit dubious to some stockholders and a certain amount of 
selling sends the price tumbling. 

“Nobody can suspect the wicked ‘professionals’ in this particular 
case, because the company’s report for 1948 showed that it had 
*765,800 stockholders of whom more than half were women. Probably 
no other stock is so widely held by widows and orphans. Average 
number of shares held was 30.5; no stockholder held as much as 





* EDITOR’S NOTE: Approximately the same as the number of 
mutual fund shareholders. . 
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0.33% of the total outstanding; holders of one to five shares num- 
bered 219.090; holders of less than 100 shares numbered 720,000 (94% 
of the total). No state in the union had fewer than 600 stockholders. 


“We thought as we saw the stock sink to a new low for six years, 
how ruch better the widcws and orphans—and a lot of other people 
as well—might feel with their furds in investment company issues. 

“Ty satisfy ourselves we compiled the performance result, over 
the 124%-year period 1937-March, 1949, of an investment in Telephone. 
ond assumed reinvestment of dividends just as in our calculations of 
performance results of investment companics. The result was +51%: 
in contrast 53 investment companies had a combined gain of 69%. 
And many oi the investment companies had far superior, much-above- 
average results as shown below: 


12% Year 
Performance 

Results 
Fundamental Investors ______..._.____-___ +97% 
I een lth hes isldea eid +90% 
Eaton and Howard Balanced Fund_________ + 82%, 
ES Ie EN SO ee ee Pes g hint Ps eta Ose + 80%, 
RE EN reer ee Seay +80% 


—From Arthur Wiesenberzger’s “Notes and Comment.” 


Wellington Sales at New Peak 


Record sales of Wellington Fund shares in the first five months 
of this vear were reported to the board by Walter L. Morgan, Presi- 
dent. He said sales in the period tetaled $11,421,000, or a gain of 71% 
over the like period of 1948. May sales showed a 56% gain over the 
like month last year. 

The number of. stockholders in the Fund in May also reached a 
new record total of more than 32,000, located in virtually every state 
in the union, he added. In the 12 months’ period ended May 31, 1949, 
the number of shares of Wellington Fund outstanding increased from 
3,251,437 to 4,509,172. The average investment per stockholder in the 
Fund amounted to $2,300 invested in more than 200 securities—bonds 
and common and preferred stocks. 


Stock Market Well Adjusted 


“The stock market for more than 2'% years has prepared for the 
change now taking place in the economic trend. In the interim, our 
broad stock price index has fluctuated meaninglessly in a range 15% 
to 30% below its 1946 high, representing the longest period on record 
in which investors have anticipated a recession. 

“Stocks became progressively cheaper as profits mounted, with 
the result that the average price-earnings ratio in 1948, as measured 
by the 50 industrial stocks in the Standard & Poor’s daily index, was 
the lowest since 1918. It may be said—and rightly so—that 1948's rec- 
ord -orofits were transitory, and that any appraisal of stock values 
should be based on average earnings over a term of years. 

“Taking the 11 vears 1938-48, average 2arnings per share on the 
industrial stocks, adjusted to our index, were $10.77, against $22.75 
in 1948 alone. Even on that conservative long-range basis, stocks are 
selling at 13 times earnirgs, exactly in line with tne average price- 
earnings ratio for that 11-year period. Stated another way, net in- 
come per share would have to drop about 50% from the 1948 figure 
before the 1938-48 price-earnings ratio would be duplicated.’—From 
Vance, Sanders “Brevits.”’ 


Tobacco—The Industry of Steady Earning Power 


“The common stocks of leading tobacco companies have always 
been notable for the stability of their earnings and dividends. De- 
pressions are taken in their stride—indeed earnings were larger in 
1932 than in 1929, larger in 1938 than in 1937. Tenacity of the smok- 
ing habit is, of course, the answer. In urgency of demand tobacco 
comes next to the bare necessities of life. 


“The industry is also notable for its persistent, steady growth. 
On average, over the past 30 vears, cigarette consumption, for exam- 
ple, has doubled every 1U years. Snuif consumption shows the same 
steadiness of growth but at a slower rate. 


“This extraordinary stability plus steady growth has put tobacco 
common stocks in an investment class by themselves. Few, if any 
types of investments can match their long-term record. 


“For stability of income they are more like preferred stocks and 
bonds than like common stocks. Yet they offer the long-term growth 
possibilities that can be found only in a common stock. 


“Ir 1949 the tobacco companies shouid again demonstrate their 
relative insensitivity to the general business picture. As against an 
expected decline of as much as 10% in general industrial production 
this year, output of the tobacco industry is expected to increase 
slightly over last year. 

“In combination with sustained to somewhat higher unit output, 
the tohacco companies should benefit somewhat from lower tobacco 
costs, although no pronounced decline in raw tobacco prices is immi- 
nent for this vear, With retail prices of tobacco products expected to 
hold, tobacco companies’ earnings for 1949 should be maintained at 
eround 1948 levels. This contrasts with an expected decline of about 
20% in earnings of the average industrial company.”—From a recent 
Distributors Group folder. 


E. & H. Balanced Fund Crosses $40,000,000 
During the month of May, assets of Eaten and Howard’s Balanced 
Fund crossed $40,000,000 for the first time in its 17 years of existence. 
It is interesting to noie that as of May 31 per share asset value 
was slightly higher than at the year-end. Common stock holdings 
amounted te 56.2% of assets on May 31, little changed from the 
Dec. 31 figure. Nice going! 





With Francis I. du Pont | Mercer Hicks Corporation 
(Special to Tue FINANciaL CHRONICLE) | Mercer Hicks Corp. has been 
MIAMI BEACH, FLA.—Frank | formed with offices at 72 Wall 
L.. Edenfield has become associa- | Street, New York City, officers 
ted with Francis I. du Pont & Co.,' are Mercer Hicks, President: John 
2809 Collins Avenue. Mr, Eden- J. Reilly, Vice-President, and 
field was formerly with Paul A.;| Kenneth T. Hoeck, Secretary and 
Davis & Co., and Cohu & Torrey.| Treasurer. 
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‘Business Recession Would Selectively Favor 
Utilities, Says N. Y. State Commissioner 


New York Commissioner maintains business recession will harm 

utilities less than other industries, and a 25% increase in his State’s 

generating capacity is needed and would be healthy. Urges that 

method of determining rate base be maintained unaltered despite 
changes in administrative personnel. 


A 
At 


a meeting of the New York Society of Security Analysts held 


on June 8, 1949, Spencer B. Eddy, member of the New York State 
Public Service Commission, stated that the rate cf return on capital 
invested in public utility enterprises should not be construed as being 


a 
cow,” but it 
should be 
something 
which is flex- 
ible enough 
to provide a 


return On in- 
vested capital 
so that new 
investors will 
be attracted 
to place funds 
in this indus- 
try as new 
monies are 
needed for 
capital expen- 





Spencer B. Eddy 


ditures. 


It is realistic to permit public 
utility companies to earn 


large enough | 


‘*‘sacred» 





25% increase in generating capa- 
city would be quite healthy for 
tne industry and not result in any 
over-cCapacity. 

At the present time there is 
sufficient demand for electrica: 
energy so that a substantial por- 
tion of new construction is neces- 
sary. For example, to prove the 
inadequacy of present facilities, 
last fall a great many industries 
in the upstate area were torced to 
curtail the use of electricity dur- 
ing peak hours. In _ addition, 
there still remains a deficiency 
in the amount of manufactured 


_gas which is available in the state. 


more | 


money in good times than in bad | 


times so that during good times 
utilitics will be able to accumulate 
sufficient monies to tide them over 
the i1vugher times, according to 
Mr. Eddy. The Commissioner 
was queried as to whether the 
presei.. rate of return permitted in 
New York State, which is equal 
to 5% on invested capital (orig- 
inal cost basis) is sufficient to 
make this objective a reality and 
his answer was that it was not. 
Some investors object to buying 
public utility securities in this 
State because the New York Pub- 
lic Service Commission evaluates 
the rate of return on the basis of 
origii.ai cost tess depreciation, 
whereas some states permit a rate 
of return on reproduction cost. 
During inflationary periods, those 
companies which have been per- 
mitted to earn on the basis of 
reproauction costs have appeared 
to fare better than those which 
have been permitted to earn on 
original cost less depreciation 
where the property was built dur- 
ing periods when costs in general 
were lower. Mr. Eddy pointed 
out that valuation on the basis of 
reproduction costs could work 
quite adversely during periods of 
deflation, On the basis of original! 
cost, the investor is assured that 
the property for rate purposes 


will continue to be valued at what | 


it cost even though prices may 
decline and it may be cheaper to 
reproduce the property at the 
time the valuation is made. 


Facilities Shert 
“Facilities for the production of 


| 250,000 


All generating facilities, including 
those which are old and expensive 
to operate, are being utilized. 
Thus, in any recession when the 
demand falls off the older and 


more expensive to operate units 


will be taken off with the result 
that the utilities will not be as 
hard hit as other business enter- 
prises. Inasmuch as the utilities 
do not have adequate reserve 
power under present circum- 
stances, during a recession, when 


the business load would tend to 


drop off, they would then prob- 
ably have little more than 


according to the speaker. 
Mr. Eddy disclosed that at the 


present time the Public Service 


Commission is conducting an in- 
vestigation on the matter of truck 
rates in New York State. 
next six months a report wili 
probably be issued on what should 
be done about the longer-haul 
rates as well as the shorter-haul 
rates. 
Within New York State 1.2 mil- 
lion new telephones have been 
installed since the war. In addi- 
tion, there are applications on 
file for the installation of another 
telephones. Prior to 
World War lf, New York had ap- 
proximately 3,000,000 telephones 
so that the increase to date repre- 
sents a 40% expansion in the 
number of telephones. The in- 
vestment in telephone plant and 


equipment, however, has more 
than doubled because of rising) 
costs. Tne average investment 


installed has in- 
The reason 


per telephone 
creased by about $20. 


'the Commission recently granted 


electricity and gas are still quite | 


short in New York State,” said 
Mr. Eddy. “This calls for tremen- 
dous outlays of capital for build- 


ing of additional and new utility ) 


planis. The speaker explained 
that the overall electric capacity 
in the State should be increased 
by approximately 25%. The in- 
-creased demands for electric ser-— 
vices have resulted in the utilities 
making vast capital outlays’ since 
-the war, at a time when prices 
have been inflated. Thus, orig- 
inal cost as the basis of determin- 
ing rates in New York State may 
well prove to be a boon to the 
industry in the event of a general 
business recession with an accom- 
panying lower price level. 

“A business recession is not ex- 
pected to be as harmful to the 
public utility companies as it may 
prove to be to various other lines 
of business,’ the Commissioner 
continued. “In order to insure an 
adequate supply of electrical 
power in New York State, plus a 
sufficient reserve of power includ- 
ing the reserve necessary for the 
purposes of national defense, a 


an interim increase in rates to the 
New. York Telephone Co. is that 
the plant investment has been 
doubled with the result that the 
old rate of return on the invest- 
ment was inadequate based on 
present costs of installation. 


Manufactured Gas Inadequate 

The amount of manufactured 
gas which is available in New 
York State is inadequate to meet 
the heavy demand. Were it not 
for the fact that within. the next 
two years it is expected that nat- 
ural gas will be brought in 
through pipelines from other 
parts of the country the speaker 
would be of the opinion that the 
manufactured gas industry would 


probably have to make large ex-'! 


penditures to take care of the load 
which it is being called on to 
carry. 


Referring to busses, the speaker | also includes George Herrel, Mar- ‘jt, was before the war, owing to 


stated that 25% of the privately- 
owned busses have been com- 
pletely depreciated while the New 


York municipal busses have been; bers who hav2 owned seats on the) practically the only commodity 
depreciated to the extent of 35%.' 
The bus industry has been called 


on to make tremendous expendi- 





the 
'reserve which they should have,” |§ 


In the 


tures to take care of its increas- 
ing load. 


Depreciation Method 


The method used in depreciat- 
ing the utilities in New York State 
is based On straight-line deprecia- 
tion of property on the original 
cost basis. The speaker explained 
that because so much new: utility 
plant has been installed since the 
end of the war, even if prices hold 
up, New York State utility com- 
panies would not be adversely 
affected on the basis of original 
cost rather than reproduction cost 
method of valuation for rate- 
making purposes because the cost 
of new plant is high. 

An important point brought ou! 
by Public Service Commissione) 
Eddy was that fundamentally 
whatever method of determining 
the rate base is used, either re- 


production or original cost, i 
should . not change with . the 
change in the personnel whict 


-onnuisters the laws. Chancin:< 
from one theory of rate determi- 
nation to another can produce 
dishonest results and be extremely 
harmful to the utilities. 





New Members of NASD 
investment Trust 
Underwriters Group 


WASHINGTON, D. C.—The Na- 
tional Association of Securities 
Dezlers, Inc., has appointed two 











| 


Walter Morgan 


Herbert R. Anderson 


| additional members to the Invest- 
ment Trust Underwriters Commit- 
tee, in order to broaden its repre- 
sentation of the industry, it was 
announced. The new Committee 
members are: Walter L. Morgan, 
President, Wellington Fund, Phil- 
adelphia, and Hertrert R. Ander- 
son, Executive Vice - President, 
Distributors Group, Inc., New 
York. 

Other members of the Commit- 


tee previously announced are: 
Edward B. Conway, Chairman 
F. Eperstadt & Co., Inc., New 


York; Harold W. Cameron, Pacific 
|'Northwest Co., Seattle; Chas. F. 
| Eaton, Jr., Eaton & Howard, Inc., 
Boston: Woodford. A. Matlock 
Broad Street Sales Corp., New 
York; George S. McEwan, Paul H. 


Davis & Co., Chicago; Harry I. 
Prankard, Lord, Abbett & Co., 


New York; Henry T. Vance, Vance, 
Sanders & Co., Boston. 
Announcement of the enlarge- 
ment of this important industry 
committee was made by Clement 
A. Evans, Chairman of the NASD. 


Curh & & 20 Club 
Golf Tournament 


| The annual golf tournament of 
|the Five and Twenty Club of the 
New York Curb Exchange will 
be held this vear at the-Siwanoy 
Country Clu» in Bronxville, New 
| York, on Tuesday, June 28. 
' Charles Leichner is Chairman of 
| the Tournament Committee, which 








;cus Kaufman. Milton E. Reiner 
|and Leonard Wegner. 


| The Five and Twenty Club is 


‘composed of Curb Exchange mem- | 


| Exchange for 25 years or longer. 
The tournament is open to 


|members of the Curb and their 
| guests. 








all | 


very anxious 


The Gold Premium Problem 


By PAUL EINZIG 


Dr. Einzig, commenting on pressure of South Africa and other gold 
producing countries for permission to sell gold at a premium, points” 
out these countries, as well as Britain, would gain nothing from the 
proposal, as premiums on gold are almost exclusively in soft-cur- 
rency areas. Favors bounties to increase gold production. 
LONDON, ENGLAND — The question whether gold producers 
and holders of gold stocks should sell gold above the prices deter- 


mined by the official gold parities of their currencies has been sub- 
ject to much discussion lately. The South African Government is 





tinat the 
International ° 
Monetary 
Fund should 
release it from 
its obligation 
to abstain 
from selling 
gold at a 
premium. In 
the House of 
Cormmons, tov, 
i Socialist 
Member of 
Parliament 
Aas repeateuy 
irged the 
Chancellor of 
the Exchequer to sell gold ai 
sometning like £20 per oz. in 
countries where it is at a pre- 
mium instead of selling it to the 
United States at about £8 per oz. 
The answer given to him was that 
Great Britain is under obligation 
to abide by the statutes of the 
International Monetary Fund, 
forbidding the sale oi gold at a 
premium. This answer and the 
publicity given to the refusal of 
the International Monetary Fund 
to authorize South Africa to sell 
her gold at a premium is liable 
to create an unjustified prejudice 
against that Institution. In reality, 
both South Africa and Great 
Britain have a much better reason 
for abstaining from selling gold 
at a premium than the rigid ap- 
plication of the rules of the In- 
ternational Monetary Fund. It is 
high time this reason should be 
clearly stated. 

The countries in which gold 
commands a premium are almost 
exclusively soft-currency coun- 
tries. Indeed, it stands to reason 
that the softer their currencies are 
the higher premium is commanded 
by gold on their free markets or 
black markets. A currency is soft 
because itis distrusted at its pre- 
vailing official parities. That dis- 
trust manifests itself in the mag- 
nitude of the premium on gold. 
One of the. reasons why soft-cur- 
rencies are distrusted is that the 
trade balance of the countries 
concerned is adverse. In partic- 
ular, they are short of hard cur- 
rencies needed for their essential 
import requirements. This means 
that they would be unable to pay 
in dollars or other hard currencies 
for the gold they would import 
to satisfy demand on the free 
market or black market. 


If Great Britain or the Union 
of South Africa were to sell gold 
to soft-currency countries, they 
could, therefore, receive payment 
in the form of soft currencies only. 
In most cases the proceeds of such 
gold exports would be utterly 
useless, at any rate for the time 
being. The currencies § against 
which the gold would be sold are 
hopelessly inconvertible. Yet it is 
.dollars that both Great Britain 
and South Africa need. They are 
doing their utmost to stimulate 
their export drive to the dollar 
area in order to reduce their dol- 
lar ._deficit. Unfortunately, the 
absorbing capacity of the North 
American market for their goods 
is limited, even more so now than 





Dr. Paul Einzig 
Le 





| the development of the production | 
of synthetic rubber, textiles, etc., | 
in the United States. Gold is 


i which can be sold to the United 
| States in unlimited quantities. It 


*. 
Vv 


,sell gold to countries outside 
Dollar Area. 


Admittedly, the price of $35 per 
oz. at which the United States are 
prepared to buy imported gold in 
ulimited quantities is far from 
satisfactory. It is the prewar price 
and the cost of production of gold, 
like that of everything else, has 
risen considerably during the last 
10 years, At this price it does net 
pay to work the poorer seams, a 
_fact which tends to curtail the 
output. 


It is arguable that if only the 
producers were to be allowed to 
benefit by the high premium, 
through selling to soft-currency 
countries part of their output, the 
resulting increase of the output 
would make it possible to main- 
tain gold shipments to the Dollar 
Area at their present level, and 
to sell the surplus output on a 
profitable basis. The answer to 
this argument is that in any event 
it would be sheer waste to export 
gold to countries where it would 
be simply hoarded by the public. 
It would be a mistake to encour- 
age the import of gold by coun- 
tries which have no export sur- 
plus to pay for the gold imports. 
The Governments of the coun- 
tries concerned would not stand 
to benefit in any way by the sale 
of the imported gold to the hoard- 
ing public. “ 

At the same time it is obviously 
to the interest of the gold-produe- 
ing countries, and of world re- 
construction,in general, that the 
gold output should be increased. 
Larger gold shipments to the 
United States would mitigate the 
world-wide scarcity of dollars, 
scarcity which is by far the most 
|important single factor handicap- 
ping recovery. The only effective 
way in which an increase of gold 
._output could be encouraged would 
be through an increase of the 
American buying price. Alter- 
natively, the Governments of the 
gold-producing countries could 
-stimulate the output by paying a 
premium to their own gola pro- 
ducers. This again is, however, 
against the rules of the Inter- 
national Monetary Fund. In 
-several instances the International 
Monetary Fund has intervened 
and has forced the Governments 
concerned to discontinue the pay- 
ment of premiums. In this respect 
its policy is more open to criticism 
than in respect of its opposition to 
the sale of gold at a premium for 
hoarding or industrial purposes. 
It is to be hoped that some 
formula could be found under 
which the increase of the gold 
output could be encouraged. 


Herman Lass With 
Bendix, Luitweiler 


Herman Lass, who has been in 
the “Street” for 20 years, has be- 
come associated with the New 
York Stock Exchange firm of 
Bendix, Luitweiler & Co., 52 
Wall Street, New York City, 
members of the New York Stock 
Exchange, as a Customer’s Broker. 
Mr. Lass believes that one of the 
few bright spots in the financial 
business is the wide popularity 
of the regulated open-end invest- 
ment trusts. He foresees these 
trusts as a permanently important 
media for investors of moderate 
means. “This popularity is no 
flash,” said Mr. Lass, “but the 


the 


—~ 




















' would be foolish, therefore, to 


beginning of a real trend.” 
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After several false starts it is abundantly clear that the inevit- 
able postwar economic adjustment is now in cvurse of operation. 
The efforts that are still being made to disguise this obvious fact 
can only serve to prolong the difficult transition period. British and 


Canadian presentment of foreign® 


trade statistics still tends to con- 
vey the illusory impression that 
the boom conditions of the past 
era of sellers’ market are not yet 
at an end. 

The reason for this unwilling- 
ness to act in accordance with 
current economic indications is an 
obvious reluctance to abandon 
wartime exchange controls on 
which depend the maintenance of 
the present overvalue level of the 
pound, and to a lesser degree that 
of the Canadian dollar. As far as 
Sterling is concerned it is now 
impossible to produce any logical 
economic argument against the 
case for devaluation. 

However, we learn from British 
sources that the time is not yet 
ripe for the unpegging of the 
pound as it is still too early to de- 
termine its true value. But the 
fact that trade is conducted on a 
profitable basis by means of trans- 
ferable Sterling at a discount in 
the neighborhood of 20% defi- 
nitely refutes this contention. In 
the meantime procrastination can 
only cause further deterioration of 
the British export position already 
jeopardized as a result of non- 
competitive British prices and a 
growing lack of confidence in 
Sterling. Reasons for hesitancy 
-in taking immediate action are all 
the more difficult to justify, as in 
view of the present economic 
trend, the cost of British imports 
is likely to decline sharply and 
the disadvantage of a lower valu- 
ation of the — would be thus 
offset. 

Similarly in the ‘case of Canada 
the process of transition to more 
normal conditions will be all the 
more difficult in the absence of a 
greater degree of flexibility in the 
management of the Dominion’s 
economic affairs. As matters now | 
stand Canadian financial 





| 


| billion. 





nounced total of the exchange 
reserves was approximately $1 
It must be borne in mind, 
however, that these reserves are 
subject to violent fluctuations. At 
the end of 1947 they fell below 
$500 million and as a conse- 
quence the Dominion austerity 
program was brought into opera- 
tion. During 1948 the exchange 
reserves increased to nearly $1 
billion as a result of restrictions 
placed on imports from this coun- 
try, offshore ECA purchases of 
nearly $700 million, a U, S. loan 
of $150 million, record meat ship- 
ments to this country of approxi- 
mately $100 million (following 
the removal of the Canadian live- 
stock embargo) a record tourist 
season, and the general high level 
of Canadian exports in this period 
of sellers’ markets. 

With the abrupt change in 
economic conditions that has 
taken place this year, and in the 
absence of the non-recurrent 
items of 1948, the Dominion’s ex- 
change reserves are likely to be 
endangered as they were in 1947. 
In this event the Canadian au- 
thorities will once more be faced 
with the choice between devalu- 
ation of the Canadian dollar and 
the simultaneous removal of ex- 
change controls, or the mainte- 
nance of the present exchange 
level with the concomitant neces- 
sity of imposition of further dras- 
tic controls and restrictions. If 


‘in the meantime, however, the 


pound is devalued the Canadian 
course of action will be largely 
dictated. 

During the week in both the 
external and internal sections of 
the bond market there was evi- 
dence of a large volume of under- 
lying supply. This is by no means 
remarkable especially in the case | 


and of internals; what is perhaps more | 


commercial policy is based on the | surprising is the relative stability 
maintenance of the Canadian dol-| of Dominion internal bonds and 


lar at its present parity. 


In order | also the market for free funds in 


to preserve this apparently sacro- | face of the distinct threat of 


sanct exchange level it is consid- | 


ered to be essential to maintain after earlier 


devaluation. Stocks, 
rallying attempts, 


Sterling 


reserves in gold and U. S. dollars finally followed the New York 
at a minimum total of $500-$600 lead and all sections, with the ex- 


million. 


threatened it is necessary to in- | downward trend. 


stitute economic controls and re- 
trictions for its protection. 


At the present time there is a 


certain degree of complacency | 
concerning the Dominion’s eco-| 
nomic well-being as the last an- 
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Schwabacher & Co. Add 


(Special to THe FINANCIAL CHRONICLE) 


SAN FRANCISCO, CAL.—John 


C. Poshepny has been added to 


| 
| 
| 


the staff of Schwabacher & Co., 
600 Market Street, members of 
the New York and San Francisco 
Stock Exchanges. Mr, Poshepny 


was formerly with Davies & 


| 
| 





Mejia. 





With Stephenson, 
Leydecker & Co. 


(Special to THE FINANCIAL CHRONICLE) 

OAKLAND, CAL.—Lester M. 
Grant has been added to the staff 
of Stephenson, Leydecker & Co., 


‘| 1404 Franklin Street. 





With Boettcher and Co. 


(Special to THE FINANCIAL CHRONTCLE) 
DENVER, COLO.—Walter Mac- 
Stewart has become affiliated 
with Boettcher and Co., 828 17th 
Street, members of the New York 
Stock Exchange. 


With Johnson & Co. 


(Special to Tae FuvaNciat Curonicre) 


_ SAN FRANCISCO, CAL.—\Jer- 





‘iomecG: Davis is now associated 


lewith Johnson &’Co., Russ: Bidg. 





Will They Get More or Less? 


“The American Medical Association is firmly op- 


posed to the medical care section of S-1679 [the 
national health bill now before the Senate| and 
certain other sections of the bill, and to any other 
bill which lodges primary initiative and control of 
medical care in a Federal bureaucracy; that contains 
uniform and compulsory features to be established 
nationally and imposes a direct Federal tax on 
every worker to finance the program. 


“Such plans concentrate further power in the 


central Government. They absorb functions which 


are much better retained at the local level and they 
greatly increase the overall cost of providing health 


services. 


care. 


Most important, existing evidence estab- 
lishes the fact that such plans lead to a widespread 
and serious deterioration of the quality of medical 


“Government is unable to deliver the services 
that are promised and which would be paid by the 
plan set forth in S-1679; the proposal constitutes 
an extreme example of compulsory paternalism, 
impossible of practical operation, and contrary to 
the principles of American democracy.’ 
of Trustees of the American Medical Association. 


We wonder if it ever occurs to the sponsors of 


’—The Board 


such measures that those who really need medical 
attention may get less, not more, of the competent 
care they require should such a program take 


effect. 





Recommend Enaciment of Reed Bill 


45 members of Economists’ National Committee on Monetary 
Policy favor H. R. 3262 which would restore a gold coin 


monetary system. 


In a statement issued by the Economists’ National Committee 
on Monetary Policy released June 13, and signed by 45 members of 
the organization, the enactment of the Reed Bill (H. R. 3262) which 


is advocated for the following® 


reasons: 
I 


Restoration of a gold-coin 
monetary standard in the United 
States would reestablish integrity 
in the promises to pay issued by 
the Treasury and Federal Reserve 
| banks. Most of the paper money 
|of the United States carries prom- 
(ises to pay which, under present 
laws, are not, and cannot be, hon- 
ored. Statements on some of these 
notes as to the nature of the 
|security underlying them are not 
in accordance with fact. No na- 
tion, if it can avoid doing so, 
|'should permit its Treasury and 








Whenever this level is ception of the golds, resumed the | Panks to issue and circulate such 


promises. Our country can and 


should avoid this practice. 
II 


a much freer and less responsible 
issuance of circulating media 
than would be possible if these 
promises to pay were redeemable 
in gold on demand. Profligate 
| government spending and depreci- 
'ation of the nation’s currency in 
terms of goods and services are 
natural consequences of the is- 
suance of such a currency. 


iil 


Restoration of a gold-coin 
monetary standard and system 
would return to the people a high 
degree of direct control over the 
government’s use and abuse of 
the people’s purse. Under our 
system of irredeemable currency, 
the people’s purse is at the mercy 
of pressure groups to which the 
majority of Congress have been 
yielding since such a currency 
makes it easy for Congress. to 





manded by such groups. 


IV 


Restoration of a  gold-coin 
monetary standard and the return 
to the people of their proper con- 
trol over the use of arn public 
purse should ‘provide them with a 


| potent, weapon against socializa- 





government: 


A circulation of an irredeemable | 
paper money permits and invites | 


spend the people’s money as de- 





tion. and regimentation. by their) 


would provide the United States with a gold coin monetary system 





Vv 
Restoration of a currency char- 
acterized by integrity in the 
promises to pay should, in so far 


|as any currency can do so, inspire 


confidence and encourage saving, 
investment, production, employ- 
ment, and trade. 


VI 


The free flow of gold, 
and our other money 
international boundaries should 
enable private ingenuity once 
more to go where it will and can, 
when it will, in search for goods, 
markets, and services with the 
consequence that foreign trade 
should expand and other nations 
should, sooner than otherwise 
would be the case, be able to de- 
velop their trade, obtain more gold 
and silver, reestablish redeemable 
currencies, and increase their pro- 
duction and wealth. 


vil 


The monetary stock of the 
United States is ample in ratio 
and amount to permit reestablish- 
ment of a redeemable currency. 


vill 


Resumption should be at the 
established rate of $35 per fine 
ounce of gold. This standard has 
been maintained at our Treasury 
and Federal Reserve banks since 
Jan. 31, 1934. Fixity is a basic 
requisite of a good monetary 
standard, and there is no valid 
reason why the weight of our 
standard gold dollar should be 
altered. 


silver, 
across our 





The statement is signed by the 
foHlowing: 
CHARLES CORTEZ ABBOTT 
Harvard University. 
CHARLES °C. ARBUTHNOT 
Western Reserve University. 
JAMES WASHINGTON BELL 
Northwestern University. 
H. H. BENEKE 
Miami University, Oxford, Ohio. 
CLAUDE L. BENNER 
.Continental American Life Insurance Co. 
Wilmington, Delaware. 
FREDERICK A. BRADFORD 
Lehigh University 
| J. RAY CABLE 
John. B. Stetson University. 
|; WILBUR P. CALHOUN 
University. of Cincinnati. 





| 








CECIL C. CARPENTER 1 
University of Kentucky. 

ARTHUR W. CRAWFORD ? 
Chamber of Commerce of the United 
States, Washington, D. C. 


WILLIAM W. CUMBERLAND 
Ladenburg, Thalmann & Co., N. Y. City. 


REV. BERNARD W. DEMPSEY, S.J. 
St. Louis University. 


D. W. ELLSWORTH 
E. W. Axe & Co., Inc., 


FRED R. FAIRCHILD 
Yale University. 
CHARLES C. FICHTNER 
Buffalo, N. Y. 
MAJOR B. FOSTER 
Alexander Hamilton Institute and New 
York University. 
A. ANTON FRIEDRICH 
New York University. 
ROY L. GARIS 
University of Southern California. 
E. C. HARWOOD 
American Institute for Economic Re- 
search, 
HUDSON B. HASTINGS 
Yale University. 
WILLIAM F. HAUHART 
Dean Emeritus, Southern Methodist Uni- 
versity 
JOHN THOM HOLDSWORTH 
The University of Miami. 
MONTFORT JONES 
The University of Pittsburgh. 
DONALD L. KEMMERER 
University of Illinois. 
WILLIAM H. KIEKHOFER 
The University of Wisconsin. 
WILLIAM H. KNIFFIN 
Bank of Rockville Centre Trust Co., L. 1. 
J. L. LEONARD 
University of Southern California. 
EDMOND E. LINCOLN 
du Pont Building, Wilmington, Delaware. 
A. WILFRED MAY 
Executive Editor, The Commercial and 
Financial Chronicle, New York City. 
ROY W. McDONALD 
Donovan, Leisure, Newton, Lumbard and 


Tarrytown, N. Y. 


Irvine, New York City. 
DAVID H. McKINLEY 

The Pennsylvania State College. 
MELCHIOR PALYI 

Chicago, Illinois. 
FRANK PARKER 

University of Pennsylvania. 
CLYDE W. PHELPS 

University of Southern California. 
CHARLES L, PRATHER * 

The University of Texas. 
LELAND REX ROBINSON 

76 Beaver Street, New York City. 
R. G. RODKEY 

University of Michigan. 
OLIN GLENN SAXON 

Yale University. 
CARLTON A. SHIVELY 

The New York Sun. 
WALTER E. SPAHR 

New York University. 
JAMES B. TRANT 

Louisiana State University. 
RUFUS 8S. TUCKER 

Westfield, N. J. 
RUSSELL WEISMAN 

Western Reserve University. 
NATHANIEL R. WHITNEY 

The Procter and Gamble Co., Cincinnati. 
MAX WINKLER 

Bernard, Winkler & Co., New York City. 
1 Thinks bullion 

adequate. 
2 Would prefer deferment of effective date. 
* Prefers gold bullion to gold-coin stand- 
ard. 


Chas. Merrill Honored 


redemption would be 








With LL.D Degree 


hy 


Charles E. Merrill, directing 
partner of Merrill Lynch, Pierce, 
Fenner & Beane, has received a 
Doctor of Laws degree from Ken- 
yon College, 
Gambier, 
Ohio, in recog- 
nition of his 


leadership in 
the field of 
finance and 
education. 


In awarding 
the degree, 
Gordon K. 
Chaimers, 
President of 
Kenyon Col- 
lege, cited Mr. 
Merriilas‘“Re- 
former of in- 
investment 
9anking prac- 
tices, benefacter to education. He 
has pioneered almost every new 
idea that has come to Wall Street 
in the last quarter of a century.” 

Mr. Merrill has been a vigorous 
champion of higher education. 
Under his leadership the partners 
of Merriil Lynch, Pierce, Fenner 
& Beane organized the Merrill 
Foundation for the Advancement 
of Financial Knowledge; which 
has already made grants of almost 
a half million dollars. His firm 
has also operated its own training 
school from which it has gradu- 
ated some '250 veterans since the 
close of the war. . 

Mr. Merrill also holds LL.D. de- 








Chas. E. Merrill 


| grees from Amherst and John B. 


| Stetson Universities. 
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LETTER TO THE EDITOR: 


Says Prosperous 


Will Prevent Depression 


Edwin J. Schlesinger urges pressure be brought on Congress for 
sound railroad legislation. 
Editor, Commercial & Financia! Chronicle: 


ing on the rivers is being han- 
dled for private interests and not 


tor the general public. Fair or 
reasonable? 
Paradoxically, the railroads’ 


| taxes are being used to subsidize 
all of their competitors. 

In other words, railroads stand 
on their own feet, no part of rail- 
way tax money is spent on track 
building, on maintenance, or on 
improvement of railroad plant; but 





The recession in which the country now finds itself should be) billions of taxpayers’ money is 
stopped in its tracks. It surely would be inexcusable to allow a reces- being spent on highways for bus 
sion to become a depression if it can be possibly avoided. It is en-| and truck lines, dams and locks 
tirely natural, in fact should have been anticipated, that a war and for barge lines, air ports and 


the customary‘ 


postwar boom 
must be fol- 
lowed by 
period of re- 
action. This 
reaction, how- 
ever, need not 
be permitted 
to get out of 
hand and as- 
sume the dev- 
astating pro- 
portions of a 
depressicn. 

Perhaps as 
good a way as 
any to keep 
the current 
recession in check is to permit 
the railroad industry to function 
in a normal and healthy fashion. 
Prosperous railroads spell a pros- 
perous and healthy economy. 
Right now the railroads do: not 
find themselves free to spend as 
much money for equipment and 
improvements as they would like. 
The reason for this is due largely, 
if not entirely, to the fact that the 
relationship between income and 
outgo is not what it should be. 
In other words, expenses are in- 
creasing too fast. 


Financially healthy railroads 
are of prime importance to the 
country and everybody living in 
the United States. In the event 
of war we will need a modern 
railroad plant. That this is so, 
World War II most thoroughly 
demonstrated. Sound business 





Edwin J. Schlesinger 





Y 


for a healtny railroad set-up. 
The railroads are the largest buy- 
ers of many of the most important 
basic products and manufactured 
goods. Nothing should be per- 
mitted to stand in the way of 
normal railroad purchases. 
Labor, management and the rest 
of the people, are dependent upon 


gether. This may sound Utopian 
but it is just plain unvarnished 
common sense. Nobody begrudges 
labor its full measure of reward 
and prosperity. But where does 
labor come off (this refers to 
labor in general) if the railroads 
do not prosper? Management 
must run the roads as efficiently 
as possible and the men holding 
managerial positions of impor- 
tance should be removed unless 
efficient. The public should 
bring the appropriate pressure on 
Congress to assure sound railroad 
legislation. 

If everybody pulls together a 
depression may be avoided. But 
all should realize that they must 
put their shoulder to the wheel, 
and do so promptly. After the 
splendid cooperation on the part 
of the entire people as demon- 
strated during the late war, a 
united effort should not only be 
possible, but feasible. 


EDWIN J. SCHLESINGER 


41 East 42nd Street 
New York 17, N. Y. 


June 10, 1949 








LETTER TO THE EDITOR: 





Protests Subsidizing 
Railroad Competitors 


Berkeley Williams writes “Chronicle” inevitable result of such 
practice will be disaster of railroad nationalization. Says rails are 
still chief element in our national economy and defense. 


Editor, Commercial & Financia! C 


° Mee ° ° . | 
Railroads are now definitely attacking, with commendable vigor,| |_| _—— 
their Dining Car losses and the Free Pass abuses to which I referred 


in your issue of May 5B. 


In justice to himself. in the public interest and in justic 
® eet aS tH 


railroads, 
every “JohnQ. 
Public” citizen 
is again urged 
to act prompi- 
ly to save 
himself from 
calamitous 
c onsequences 
in a decidely 
more serious 
matter. It is 
the matter 
that threatens 
our national 
economy, our 
national 
safety and 
more than $23 
billion private investment in our 
railroads, namely, the billions of 
taxpayers’ money that are being 
poured out by Federal and State 
authorities to subsidize railroad 
competition. Like the weather, 
however, it is often discussed and 
nothing done about it. 


Stated in simplest terms, the 
picture presented is that of the 
railroads providing and maintain- 
ing all their own basic facilities, 
395,000 miles of track, 192,000 
bridges of all kinds and sizes 
(longest 12 miles), 1,500 tunnels 
ranging from 100 ft. to 8 miles 
long, etc., while by contrast, prac- 
tically all taxes paid by highway 





Seas. 


Berkeley Williams 


hronicle: 


e to the 








carriers are being lavishly spent 
in the construction and mainte- 


the railroads and should work to- | 


|marked routes for air lines, that 


and full employment also calls; subsidize competition. Unfair, un- 


reasonable and immoral. 


Inevitable result of such prac- 
tice will be the disaster of rail- 
road nationalization and we know 
from experience during and fol- 
lowing First World War that Fed- 
eral operation cost the American 
taxpayers $1,616,000,000, an aver- 
age of about $2 million a day, 
notwithstanding increases in 
freight rates and passenger fares. 
Whereas, the American people 
took in $2,500,000 a day in the 
form of taxes from railroads dur- 
ing World War II, thus the dif- 
ference between Government op- 
erations and private operations 
was $4,500,000 a day in favor of 
private cperations. These facts 
should be repeated again and 
again, “lest we forget.” 


More than 17,000 passenger 
trains start on their runs in the 
United States each day; the rails 
carry any and every kind of ship- 
ment from a crate of eggs to the 
bubble tower weighing 490,000 
pounds, that was recently carried 
from the factory in Missouri to 
refinery in Texas, plus 91% of all 
non-local mail. 


Can there be any doubt that the 
rails are the chief element in our 
national economy and national de- 
fense? 


The time is later than the gen- 
eral public thinks to do something 
to protect our country’s welfare, 
and the 900,000 railroad stock- 
holders in particular to protect 
their investment. Either the pub- 
lic must demand it so vigorously 
that government will stop subsi- 
dizing competition through public 
taxation or prepare to pay higher 
rates for less service. 

Those who have traveled on 
railroads in any foreign country 
know the nightmare of govern- 
ment ownership and operation. 

BERKELEY WILLIAMS. 
June 15, 1949 
302 E. Grace St. 
| Richmond, Va, 





Women’s Bond Giub 
Elect New Officers 


The following officers were 
elected at the annual meeting of 
















| Railroad Securities 


Under the best of circumstances it is a difficult and discourag- 
ing problem to write a weekly column on railroad securities. Under 
present conditions it is a well-nigh impossible task. Market move- 
ments are without basis in reason. There have been few newsworthy 
developments in recent months. When there has been news of a 
constructive nature it has been completely ignored. When there have 
been developments that can in any way be construed in an unfavor- 
able light they have been widely publicized and exploited. Under 
such circumstances the railroad analyst finds that what bullish 
material he may put out is largely wasted ammunition. There is’a 
great temptation just to go into hibernation until the spell of un- 
reasoning pessimism has had time to spend itself. 

If reason is to return to the markets, however, it is necessary 
to shake off this tempiation to succumb to the defeatist attitude. 
There is certainly nothing in the record to date that will support 
the orophets of doom in their eternal cry that the railroads indi- 
vidually and collectively are on their last legs. A business recession 
has been going on for sometime. The popular belief appears to be 
that with any decline in business and traffic from the boom levels 
of the war years and the postwar period, the railroads would be 
unable to make any money. This attitude has naturally been fos- 
tered by industry statements in connection with recurring requests 
for higher freight rates and passenger fares. It is interesting to look 
at the record to see just how true these pessimistic forecasts have 
proven so far. 

Purely on the basis of press reports one is forced to the con- 
clusion that we are already in a full-fledged depression. For ‘the 
first four months of the year, however, gross revenues of the Class I 
carriers were off only 2.7% from a year earlier. The decline 
amounted tc some $79.4 millions. This drop in revenues can hardly 
be accepted as a sign of serious deterioration when it is considered 
that revenucs in the west, and sympathetically in other sections, were 
curtailed badly by the severe winter weather in the first two months. 
In many places the snows were the heaviest cver recorded, and rail 
and highway travel was at a complete standstill. - 

More important even than the trend of revenues is the measure 
of success met by the railroad managements in offsetting the decline 
in business by compensating reductions in operaiing costs. With 
heavy fixed costs and the burden of fixed charges, the railroads 
are treditonzlly slow to get their operations under control when 
traffic does start down. There is also always a high leverage in 
railroad earnings. Nevertheless, in the four months through April 
1949, net operating income of all Class I railroads was down only 
1.3% from the like 1948 interval and net income after all charges 
dipped only 3.9%. 

The influence of the heavy storms on individual railroads is 
obvious from the fact that net operating income of carriers in the 
Western District were off 42.2%, or $36.4 million, compared with a 
drop of only $2.7 million for the industry as such. Net operating 
income of the Southern District was off $3.6 million while in the 
Eastern District, which had been hit by a hard winter in 1948, net 
operating income was up roundly $37.3 million. In the month of 
April alone both the Eastern and Southern Districts showed in- 
reg while the Western District .1et operating income was off 

. O- 

Full details as to operating costs for the four months are not 
available as yet. For the first quarter, however, the statistics are 
auite gratifying. The most serious problem is always the control 
of transportation costs. For the three nonths these were cut by 
$52.9 million a larger percentage than the decline in revenues. 
About 55% of the decline in revenues was offset by the lower trans- 
portation expenses. Maintenance outlays, however, were practically 
as high as they had been last year. It is indicated that most rail- 
roads are continuing heavy work in an effort to get as much as 
possbile out of the way before Sept. 1. This augurs we'l for sub- 
stantia! savings in these accounts later in the year te match the cur- 
rent contraction in transportation costs. 























Holds Postwar Profits Below Normal 


George Terborgh in pamphlet issued by Machinery and Allied Prod- 
ucts Institute refutes President’s Council of Economic Advisers. 
A pamphlet, entitled “Inflation and Postwar Profits,” recently 








inance of the highways they use.| The Women’s Bond Club of New | issued by the Machinery and Allied Products Institute, Chicago, I1., 


|The big trucks which do all the 
iroad damage pay only 10% of 
highway revenues. The other 90% 


York, held on Tuesday, June 7: 
President, Miss Isabel H. Benham, 
R. W. Pressprich & Co.; Vice- 


| and prepared by its Director of Research, George Terborgh, supports 
| the view that postwar business profits, instead of being excessive as 
claimed @ 





i, nois.) Fair or reasonable? 


is paid by the general public. | President, Miss Dorothy R. Funck, | 
| (This statement is based on a| Assistant Vice-President of Irving | 
study made by Mr. F. N. Barker,! Trust Co.; Secretary, Miss Helen | 
_Engineer of Highway Research of Dickinson, H. M. Gartley, Inc.;| 
‘the Highway Department of Illi- | Treasurer, Miss Marion Qucll, Ir-| 
| ving Trust Co. 
| The commercial air lines, whose | the Executive Board were Mrs. 
‘facilities are largely provided at|F. H. Howard, Starkweather & 
/the expense of the City, State and |Co., and Miss Florence Zuchtmann, 
| Federal Governments, carry less | Distributors Group, Inc. Continu- 
than 6% of.the inter-city mail; the | ing as members of the board are 
lrailroads carry the remaining| Miss Frances B. Rand, American 
(94%, yet the railroads receive | European Securities, and Miss Lu- 
‘less for carrying the 94% than the | cile Tomlinson, investment com- 
‘air lines get for carrying the 6%.| pany consultant. 
(‘On the 94% that the railroads) |). ——-—-—=——_____ 
handle, they are actually losing) Sanders Shanks, Jr., Dead 
_money. Eddie Rickenbacker testi-| ganders Shanks, Jr., President | 
fied before the Senate Commerce | anq Editor of the “Bond Buyer,” | 
| Subcommittee that airline subsi- 





year, have made air transportation | cphanks had been with the “Bond | 
'immune to the grim necessities of | Buyer” since 1914. 


| sound business practices, and fur- | Fs non TOE 
'ther stated that air transportation | 
in this country is suffering from | Moran & Co. Formed 


NEWARK, N. J. 





'too much coddling and wet nurs- 
|ing. Fair or reasonable? 


is c 744 Broad Street, to engage in! 
| It is common knowledge that at 7 gag ae ee ELEEn tition, atm 


practically all of the traffic mov- ‘a securities business. 


Newly elected to | 0? 


by President 
ruman-= and 
his Council 
of Economic 
Advisers, are, 
the con- 
trary, below 
the normal 
rate of the 
prewar period. 
The basis of 
the contention 
is that be- 
cause of cur- 
rency infla- 


tion, ‘‘real 
profits” are 
exaggerated. 





George Terborghb 


“When proper adjustments aa 
mace tor rising prices. true profits 
few anne died June 11 at the age of 58 aftez | ¢,. the three-year period, 1946-48, 
dies, which rose to $48 million last -an illness of several months. Mr. | are $31 billion rather than the $50 


i billion reported by corporations,” 
|Mr. Terborgh points out. 
|the. three postwar years true 
'profits on a _ replacement - cost 
Moran & | basis are actually lower by 6%, or 
Co. is being formed with offices $19 billion. In consequence, cor- 


“For 


porate postwar savings, popularly 





| $19 billion down to only $11 bil- 


lion.” 

“The overstatement of postwar 
profits,’ says Mr. Terborgh, “has 
cost American corporate industry 
very heavily from the standpoint 
of public relations. Had it shown 
its true profits of $31 billion for 
the three-year period 1946-48 
rather than the $50 billion it did 
show, it would have saved itself 
no end of criticism and attack. 
The cost of the overstatement 
would have been ‘even more di- 
rest and substantial, however, had 
the Treasury allowed replacement 
costing for income-tax purposes. 
For tne difference in the reckon- 
ing of taxable income, which we 
found to be $19 billion, would 
have effected a tax saving of 
nearly $8 billion. As it is, cor- 
porations have paid more money 
in income taxes. for the 
years than they ‘have’ ‘salvaged: 
real profits ($33 billion against 
$31 billion). Thus the rate on 
corrected taxable income has @x- 
ceeded 50%.” sf 


aig 
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Bank and Insurance Stocks | 
By H. E. JOHNSON | 
This Week—Insurance Stocks | 


During the past several rnonths some of the leading investmen* | 
houses specializing in insurance stocks have issued reports on 
number oi the inore favorably situated companies. 

While space does not permit a deteiled discussion of all individ- 
ual situations, some highlights and comments of the various reports 
are interesting. Therefore appropriate comments on several of the 
companies are presented below. Others will be commented on 10) 
succeeding weeks as the occasion arises. 


AETNA INSURANCE COMPANY 

“Aetna Fire’ is one of the older und better known companies 
in the insurance industry. It has a profitable operating record goineg 
back over 43 vears. 

The results for 1948 were the best in its history. Nevertheless 
there are indications that earnings for this year should be equally 
favorable The company has a large volume of high qualiiy business 
on its books which should insure profitable underwriting results. 
Also the conservative investment position of Aetna with about 77% 
of assets in cash and governments should, as underwriting permits 
allow a more aggressive investment policy with a benefit to invest- 
ment income. 

Dividends have been paid continuously fer the past 75 years. 
The present rate has not been changed since 1940. It amounts to 
only a little over 50% of the 1948 investment income of $3.42 and 
21% of consolidated net adjusted earrings of $8.60. 

With the outlook for underwriting earnings favorable and the 
capital position of the company more comfortable, an increase in the 
dividend is possible. A mure liberal policy over a period of years is 
justified anc| could benefit the stock materially. 


AMERICAN INSURANCE COMPANY 


Another of the insurance stocks which is oopular with investors 
is the American Insurance Company of Newark. The company has 
been in business for 103 vears aiid is ene of the larger units in the 
industry. Assets combinec with those of subsidiaries amounted to 
more than $100,000,000 at the end of last year. 

Earnings of this organization have been very consistent. An 
operating profit has been realized in all but two of the last 39 years. 
‘The company also has a long record of dividends. Payments have 
been made in each of the last 77 yeary. 

For the year 1948, consolidated operating earnings for “American 
of Newark” are estimated at $2.41 a share. Certain reserve adjust- 
ments of a non-recurring nature by the casualty subsidiary pre- 
vented underwriting earnings from this division irom making a 
better showing. These adjustments having been made last year, 
earnings this year could improve by a correspcnding amount and 
show a profit. , 

_Net investment iccome last year was equal to $1.25 a share. The 
dividend of 70 certs absorbed oniy akout 56% of this amount. After 
a period of consolidation of the recent sharp upward trend in pre- 
mium volume a more liberal dividend policy would seem to be a| 
logical expectation. 


SECURITY INSURANCE COMPANY OF NEW HAVEN 

This company is one of the smaller but better institutions in 

the insurance field. The company has been in business over 108 
years and has established a record of consistent and profitable op- 
-erations. Consolidated assets amounted to about $31,000,000 at the 

end of last y2ar. ee 

For a number of years prior to 1948, the company had an un- 
‘satisfactory statutory underwriting record. This was common in the 
industry and when the adjustment in rates and better contro! of 
losses were made in 1948, underwriting operations on a statutory | 
basis were once again profitable. : 
As the upward trend in prices has stopped and with fire losses 
running consideranly below a year ago, there are reasons tc believe 
that “Security” can, barring catastrophic losses, show earnings this 
year equal to the $7.77 estimated for lust year. _ 
: Of the earnings reported for 1948 $2.46 came from investment 
income. The dividend of $1.40 per share was equal to approximately 
57% of the investment income. : ; 
RM ce Wott Geta dead tates ene oo Droditanle ‘verte 
, i regain som ! ing it lost 

as a result of the unsatisfactory underwriting period of the war 
aad in gro aa ro a in the stock, which to some ob- 
rs, is selling considerably be its real value an i ¥ 2 
iat. g y below its real value as an insurance 


Oppose Mid-West Stock Exchange Merger 


Campaign started to keep St. Louis Stock Exchange from joining 
Midwestern Exchange in Chicago. 


According to the-St. Louis “Globe Democrat.” i 
g - 4 s , a campaign has 
started to keen the St. Louis Stock Exchange alive, despite ie recat 


28-to-6 vote by its member , : ; 
: ; s to merge it with ; 
exchange in Chicago. 8 a new Midwestern 


Officers of the four large banks¢ 
and of four brokerage companies, Louis 
in St. Louis met at the Noonday | 





























Stock Exchange and a! 


Issues Revised Foreign Exchange Circular 


Federal Reserve Bank of New York gives instructions as to filing 
reports relating to transactions in foreign exchange, transfers of 
credit, and export of coin and currency, made necessary by Execu- 
tive Order No. 10033 and by amendment, thereto, of April 27, 1949. 


labor will realize, if.the situation 
is explained to it that it owes its 
appliances, cars, cheap clothes, 


‘abundant prepared foods, etc., in 


a large degree to business initia- 


‘tive. Surely labor does not wish 


' jences. 


to lose these wonderful conven- 
Share-the-wealth vropa- 


Allan Sproul, President of the Federal Rese:ve Bank of New! ganda involves a basic fasiacy— 


Yor 


cular No. 19, revised to June 9, 1 
tions in for- 
eign ex- 
change, trans- 
fers of credit, 


949, relating to repurts of transac- 
@- = 

Y : 
‘| United States Government to 
comply with official requests for 





and the export data made by the International 
of coin. and Monetary Fund. 
currency. The Executive Order No. 6560, dated 


revision of the 


Jan, 15, 1934, prohibits, unless 
operating cir- 


licensed or excepted as provided 





cular was therein, transactions in foreign 
made neces- exchange, transfers of credit, and 
Sary by the | the export or withdrawal from the 
issuance, on | United States of coin and cur- 
Feb. 8, 1949, |rency. Section 5 of the Order 
of Executive |authorizes the Secretary of the 
Order No. Treasury to prescribe regulations 
10033, and by 'to carry out the purposes of the 
the amend- Allan Sproul | Order; and to require any person 


nent, on April |engaged in any such transaction 
27, 1949, of the Regulations of the) transfer, export, or withdrawal 
Secretary of the Treasury, origi-| to furnish complete information 
nally issued.on Nov, 12, 1934, re-| relative thereto. 

lating to transactions in foreign! Executive Order No. 10033, 
exchange, transfers of credit, and! dated Feb. 8, 1949, among other 
the export of coin and currency.| things, authorizes (a) the National 
The amended regulations continue | Advisory Council on International 
in effect the requirements of the | Monetary and Financial Problems 
earlier regulations. calling for| to determine what information is 
monthly reports by banks, bank-| essential in order that the United 
ers, and brokers or dealers in| States Government may comply 
securities, and for quarterly re-| with requests for data receivec 
ports by certain other persons; in| from the International Monetary 
additiou, they call for annual re-| Fund, and (b) the Director of the 


ea es = ecoeree Fes ot Bureau of the Budget to deter- 
> -"y Cc on, as Rae : Mi i 
short-term dollar liabilities, to|™ine what Federal executive 


“foreigners.” These new annual) agency shall collect such informa- 
reports are designed to furnish ' tion. 


The Capital Market and : 
Labor’s Standard of Living 


(Continued from page 13) 

or fell (not in the same propor-, “The Importance .of a_ Living 
tion, of course). From 1933 tc| Wage for Capital,” the writer triea 
1940 the hourly wage rate in|to give some figures on this io: 
25 manufacturing industries in-| some industries. To give as an ex- 
creased from 49 cents to 73 cents,| ample of the overall record som 
yet total employee compensation | recent figures—The 1948 figure o 
as a percentage of realized na-|the B. L. S. product price inde> 
tional income increased only from| was 159.3 compared to 103.3 in 
62.2% in 1933 to 64.9% in 1940.|1921 and 95.9 in 1928, while ir 
The latter figures really offer| contrast the 1948 figure of the 
striking proof to labor of the| F. R. B. index of industrial pro- 
economic axiom. that wage rates| duction was 192 compared to 58 
do not make wage payments nor | in 1921 and 99 in 1928. Thus pro- 
employment. The same economic | duction in the U. S. A. has out- 
law, of course, would operate un-| stripped prices. Such gains are 
der any form of government al-|extremely unlikely under a plan- 
though its effect might be some-| ned economy. It is only the strug- 
what veiled. In other words,; gle to survive under competitio 
labor under another form of gov-| which accelerates economic prog- 
ernment might receive steady or|ress, and this struggle is reall) 
increased monetary wages or ra-|labor’s servant. 

tion coupons, but the value of) (3) Corporation profits in 1948 
these could only be measured by | are estimated at about $20.7 bil- 
the goods available to be rationed | jion (including about $3 billion 01 
or bought. If labor under its Own | inventory valuation). This profits 
government were to decree itself | ¢igyre compares to wage payment: 
more wages and then work n0| of $115 billion. Thus wiping out 


harder nor have any added tools | pusiness profits completely would 
there of course would be no net|aqq only 18% (14% after elim- 


effect. Labor should forsake | jnating inventory profit) to 1948 
leadership which gives it falla-| wage payments, not to mention 
cious ideas, or in the ensuing so-| how much it would detract in the 
cial revolution its leaders will be-| course of events from the future 
come its masters. Another point) ;eal value of wages. It is peinap: 
worth mentioning in this connec-| worth while to remind labor that 
tion is that labor will find no real| in years when business does not 
social security in an unproductive | make substantial profits it still 
ecomomy. | pays wages (even in years when 
(2) Mr. Kettering of General | it breaks even or loses). 





Club, St. Louis to discuss the 
Possibilities of keeping alive the 
local stock exchange, which is 
almost 50 years old. The merger 
plan calis for its liquidation about 
‘Sept. 1. 

Present at the meeting were 
officers of the St. Louis Union 
‘Trust Company, Mercantile-Com- 
merce Bank and Trust Company, 
‘Boatmen’s National Bank and 
Mississippi Valley Trust Com- 


y. 
Also there were Edward D. 
Jones, Vice-President of the St. 








strong opponent of the liquidation | Motors in a speech a year ago 
plan, and three other brokers who | stated that one of the things the 
are against it: Walter C. Haeussler, ; financial community fails to men- 
Senior Partner of Paul Brown & | tion in its daily reports is the 
ae Presley W. Edwards, Senior | “consumer dividends” our system 

artner of A. G. Edwards & Sons; | creates. An excellent illustration 
and J. E. Simon, Senior Partner | 


in I. M. Simon & Co. /sented to a Congressional investi- 


The bankers present at . the; gating committee by General Mo- 
meeting made it plain that they | tors showing that the 1948 Chev- 
were not impressed by a state-| rolet (price $1280, horsepower 90) 
ment by James E. Day,. President 
of the Chicago Stock Exchange, 
that the new exchange would not 


take any banking business out of 
St. Louis. 


(price $1320, horsepower 74). Why 
should not other industries cite 
similar examples? In a pamphlet 
published about 1% years ago, 





of this was the chart recently pre- | 


is a better car than the 1929 Buick | 


| (4) As for the snare-the-wealth 
| hallucination, statistics of income 
| published by the Treasury Depart- 
| ment for 1945 (released last year) 
show for example that of the total 
tax liability only 10.8% was on in- 
comes over $60,000, while 53.1% 
was on incomes around $5,000 or 
less. The cost to labor if viewed 
from a socialistic share-the wealth 
angle is undoubtedly less to have 
some large incomes than to per- 
mit the inefficiencies of a planned 
economy. Let labor consider the 
cost to it of stifling the economic 
exploitation of inventions. Surely 





| 
| 
} 


| 





a k has issued to all banking institutions in the Second Federal| that wealth (or for that matter 
Reserve District and others concerned a revision of Operating Cir-;| the standard of living) is a static 


total, not a product. If wealth 
were such a static total it would 


information which will enable the| be easily divisible, but it is a 


product and cannot be equally 
divided unless all its factors are 
also divided. Thus labor, to share- 
the wealth, must divide not only 
any cash it finds but also the in- 
telligence, initiative, foresigat and 
thrift that are vital parts of the 
production of wealth (and the 
standard of living). 


Living Standards Abroad 


(5) The lower standard of liv- 
ing prevailing in foreign countries 
is being increasingly mentioned to 
labor, and it is to be hoped that 
much more education of labor 
will be done in this respect. The 
figures seem most effective when 


‘translated into hours of work for 


well known goods. For example, 
the Russian works 1 hour, 10 min- 
utes for a loaf of white bread 
compared to 742 minutes here; 2 
hours, 4 minutes for a pack of 
cigarettes compared to 9 minutes 
here; 252 hours for a woman’s 
woolen dress compared to 12 
hours, 54 minutes here; 580 hours, 
45 minutes for a man’s worsted 
suit compared to 25 hours, 20 
minutes here. These figures prove 
conclusively that labor cannot 
consume what it does not produce 
in any country and that in no 
country does. labor receive so 
much help (tools, etc.) in produc- 
ing. How foolish labor would be 
to destroy such a good situation 
for itself. Why should labor be- 
grudge capital its 1948 profit stint 
of 14% of its wages, when for this 
percentage it had a standard of 
living 933% above Russian levels 
(in terms of bread). Labor is too 
sensible to vote itself into such 
a degraded situation, if it has the 
facts. Let labor take a good look 
behind the Iron Curtain. Also let 
labor realize there is no real so- 
cial security in inefficiency. La- 
bor might be interested in know- 
ing that communism has been 
tried and failed in this country at 
various times and places, in iso- 
lated communities established by 
ardent radicals who were certain 
it would prove an economic para- 
dise. A 75-year experiment in 
Iowa was abandoned a few years 
ago. 

(6) Expenditures for new plant 
and equipment in 1922-1930 
ranged from $50.10 to $75.40 per 
capita (in constant dollars), 
whereas in 1934-1938 the range 
was $32.20 to $55.50. Government 
spending in the socialistic 30’s 
thus did not make up for the drop 
in private plant investment, and 
labor did not gain in productive 


capacity what it might have 
achieved. Labor should be glad 
to see capital accumulate. In con- 


nection with its own progress la- 
bor might do well to consider the 
recent statement of C. R. Noyes 
(President of the National Bureau 
of Economic Research). “It ap- 
pears that for the first time in our 
entire history, the process of 
growth in reproducible wealth has 
practically ceased for an entire 
decade. Moreover at this writing 
seven yenrs have already passed 
out of the current decade which 
will end Jan. 1, 1949. If the 
guesses made below as to 1944 and 
1945 turn out to be justified, there 
has been no growth in non-war 
reproducible wealth for the first 
seven of the current ten years.” 


(7) The cost of living shows a 
tendency to level off or decline 
in bull markets and it does not 
necessarily decline in a bear mar- 
ket, so labor has good reason to 
wish for better conditions in the 
securities market. For example 
from 1922-1929 the cost of living 





Volume 169 Number 4812 





THE COMMERCIAL & FINANCIAL CHRONICLE 


(2607) 23 





index declined from 127 to 122, 
while the course of stock prices is 
well known for this period. In 
1929-1932 the cost of living index 
went down to only 92 while a 
stock index declined from 289 to 
64. In 1938 the cost of living in- 
dex went to 100 from 102 in 1937, 
so the decline in the stock index 
from 153 to 128 did not benefit 
labor. Conversely the recent dol- 
drums in Wall Street have been 


accompanied, until a few months}! 


ago, by a spiralling cost of tiving. 
One might assume the explanation 
of such a phenomenon. is that 
when business is prosperous and 
competitive it tends to lower its 
prices. If labor realizes these 
things, wouldn’t it help us cre- 





ate a bull market rather than per- 


mit its leaders to criticize profits | 


and management? A corollary ef- 
fect could be a demand by :tabor 
for savings plans :ather than so- 
cial benetits. 


Understanding Capital’s Function 


If figures along the lines of 
these examples are presented vig- 
orously and vividly to labor they 
shoulu remove bota the misunder- 
standing and skepticism labor has 
about capital’s function. They 
should clear up the doubts linger- 
ing in the back of labor’s mind 
that anything capital says in its 
defense is only self-justification. 
These doubts have formed the 
base of many radical labor lead- 
ers’ appeals. 

When labor accepts capital’s 
function and desists in uneco- 
nomic demands, it need not feel 
it is doing a favor to capital. Let 
us point out to labor the future 
economic progress possible under 
free enterprise. Labor in all its 
thinking seems prone to think in 
terms of the status quo, whether 


‘at the rate of about $214 billion 





it is thinking about sharing the 
wealth or whether its monetary 
wages in 1949 will exceed 1948’s. 
If labor receives no monetary in- 
crease in 1949, this does not mean 
it will never gain again. It does 
not even mean that real wages 


| 
we are going through is not a sud- 
| den development. 
| going on, in fact, since the very 
‘end of the war, as industry after | scientists under the challenge and 


Snyder States Reasons for Business Confidence 


Treasury Secretary points out business today is operating close to 


record levels, after three 


years of record output. 


Secretary of the Treasury John W. Snyder, in an address at Col- 


lege Camp, Wisconsin, on June 10. 


reiterated his belief that we are 


going through a necessary and healthy business readjustment which 
provides the foundaticn for further economic vrogress. 


“It is nor-* 
mal to expect 
minor  de- 
clines in busi- 
ness from time | 
to. time, Secy. 
Enyder _ said, 
“even when 
the general | 
trend is up- 
ward. But, in 
tre period 
since the war, 
we became so | 
used to new!) 
business rec-| 
ords month) 
after month,| 
and year after | 
year, that our failure to make new | 
nighs in 1949 becames a topic of | 
discussion. The fact that business 
is continuing to operate at close to 
record leveis, after three years of 
unprecedented output, has been’! 
overlooked entirely too much. 


“The latest figures show that 
our major economic inglexes are 
holding very close to last year’s 
levels for the comparable month, 
or even exceeding them. Em- 
ployment in April was only 1% 
below last year’s figure, which 
was a record for that month, In- 
dustrial production was down 
only 5%. Retail sales, however. 
were 3% higher than in April, last 
year, and total personal income is 








John 'W. Snyder 


a year. To me, this does not look 
like a recession, 


“The readjustment period which 





It has been 





| the 


rience during and after World 
War I. 


“We also have a business ma- 
chine supplied with $65 billion in 
working capital—only slightly 
below last year’s record peak. 
That same business structure has 
greatly expanded its plant and 
other equipment. Business as a 
whole has invested more than $75 
billion in construction and equip- 
ment since the war ended. This 
plant expansion places business in 
a position to make -effective use 
of the many new materials which 
have been discovered in recent 
years, and of the new processes 
and techniques which have been 
developed. 

“Here we have the foundation 
for a dynamic era of progress in 
the years. ahead. Under the 


| urgent requirements of the war. 


many important discoveries were 
made in new types of materials, 
new chemical products, and new 
industrial techniques. These dis- 
coveries will shortly be translated 
into new types of consumer goods, 
and into better and cheaper types 
of familiar products. 


“Within a relatively few years, 
we may expect revolutionary 
changes in our economic life 
through the development of 
atomic energy. Incalculable ad- 
vances in industry, in medicine 
and in research will be made pos- 
sible through the atomic energy 
program. There is every evi- 
dence, in fact, that we are enter- 
ing a new era of research and 
discovery, which was initiated by 
concentrated efforts of our 


industry has made its-transition urgency of war. Each new scien- 


will not gain in 1949. The real| “-. i 
progress we have sketched in|, “It is a remarkable testimony 
talking about “consumer divi-| to the good sense and caution of 
dends” will continue, probably at} the American people that the 


an accelerated rate, and labor will | three record-breaking years of| 


be well served by the American| Peacetime activity have resulted 
system over the years. Let labor| "either in over-extended credit, 
remember the economic progress |!" excessive speculation, or in a 
of the past 150 vears in the U.S.A. | @issipation of personal or business 

What happens in 1949 and the| @Ssets. In consequence, we have 
near future to labor and in fact,| 20 reason to fear a repetition of 
to all of us if labor insists on a| the forced liquidation of com- 
fourth round? One thing seems| ™odities and securities which fol- 


certain—a fourth round will ac- | 
centuate what readjustment is oc- | 
curring in business, probably into | 


a severe depression. In the ensu- | 


lowed the brief postwar 
after the First World War. 

“On the contrary, we have the | 
advantage of being exceptionally | 


boom | 


to a buyers’ market. tific discovery opens an entirely 
new field which provides the basis 
for further discoveries. 

“With this reassuring view of 
the future, and with the basic 
strength which underlies our 
present business structure, I feel 
that an attitude of confidence in 
the business outlook is amply 
justified.” 


‘George A. FitzSimons 
With H. Hentz & Go. 


(Special to THe FInaNnciaAL CHRONICLE) 


CHICAGO, ILL.—George A. 








ing unemployment labor is likelv | strong financially, both as to indi- |FitzSimons has become associated 


to consider itself blameless. If it} 
does not accept the basic eco-| 
nomic principles outlined, it cer- | 
tainly will not accept the blame | 
for any recession. Moreover, if| 
it is unreasonable enough to de- 
mand a fourth round of wage in- 
creases, such an attitude will 
probably translate itself into de- 
mands for socialization (in the 
coming recession) of industry to 
prevent unemployment. Thus la- 
bor and all of us are now at the 
crossroads. We must choose be- 
tween systems of economics. How- 
ever, economics usually makes 
politics over a veriod, so a loss of 
economic freedom to a planned 
economy probably entails in the 
course Of events the loss of politi- 
cal freedom. Religious freedom | 
is also involved, if one may take’ 
the examples of totalitarian and | 
communistic experiments abroad. | 
Either the individual is free in’ 
every respect, or he blindly obeys 
the controlling government and) 
the latter is all the faith he is| 
supposed to need or be permitted 
to have. What a momentous de- 
cision for labor to have to make! 
Can we permit them to decide 
before they have all the facts, set) 
in their proper background of eco- | 
nomic. volitica! and other ramifi- | 
cations? It could be so easy for| 
labor unthinkingly to choose the | 
easy wav to solve its problem— | 
communism. 





viduals and as to business, which | 
places the economy in an unusu- | 
ally favorable position for a fur- | 
ther advancement. 
“Americans have $200 billion | 
in liquid savings. They hold an/| 
estimated $22 billion in cash, $42 | 
billion in persona] checking ac- | 
counts and $67 billion in savings | 
accounts. They hold $48 billion | 
in savings bonds and $20 billion | 
in other Federal Government se- | 
curities. These holdings of liquic 
assets are more than three and 
one-half times as large as at the 
beginning of the war in 1939. 
“Other types of savings have | 
also shown a great increase. Life 
insurance and pension reserves of 
individuals, for example, have 
risen by $57 billion since 1939— 
to a total of $90 billion. 
“Consider the strong situation 
of the farming industry. Farmers| 
of this country have $20 billion! 
of liquid assets; that is, their cash, 
their demand deposits, their sav- 
ings accounts, and their Federal 
Government securities. This is a 
tremendous figure. It is eight or 
nine times the entire agricultural 
income of the nation 15 or 16 
years ago. Another bright point 
is the relatively small volume of 
farm mortgage debt. The total 
of $5 billion is actually lower than 
it was at the beginning of the 
war. The entire farm situation is 
in striking contrast to the expe- 


























George A. FitzSimons 


with H. Hentz & Co., 120 South 


La Salle Street. Mr. FitzSimons 
was formerly manager of the trad- 
ing department of Apgar, Daniels 
& Co. 


C. H. Scott in Little Rock 

LITTLE ROCK, ARK. — C. H. 
Scott is engaging in a securities 
business from offices in the Boyle 
Building. 








Walter Manning Opens 


Walter J. Manning is engaging 
in a securities business from of- 
fices at 41 Broad Street, New 
York City. Mr. Manning was for- 
merly with Brady & Co. 
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= > By JOHN T. CHIPPENDALE, JR. 


A strong demand exists for all Treasury securities, with the 
eligible issues the market leaders. . . The bellwether of the bank 
group is the 244% due 1956/59, which is being bought for income and 
maturity. ... Federal has been keeping the market in tow by selling 
the longer eligibles. .. . However, this cannot go on too long, and it 
seems as though the authorities do not relish the idea of having to 
use dwindling supplies of these longer eligibles to keep prices steady. 
... Many believe that a sustained rising trend in the higher income 
bank issues is purely a matter of time... . 


The tap bonds are also going out of the market in substantial . 
volume with savings banks the main buyers. . . . Switches and 
swaps are still being made by these institutions but it appears as 
though new money purchases are now more important than the 
former, because savings that continue to increase must be put to 
work. ... Although there is no shortage of tap bonds and the 
authorities will supply them to the market, the demand for these 
securities is substantial and may increase sharply in the near fu- 
ture. . . . This undoubtedly accounts for the constructive atti- 
tude that is developing toward the restricted obligations. .. . 


ACTIVE MARKET AHEAD 


The government market is looking toward the last half of 1949 
with cons:deravie optimism, because it 1s believed that the effects of 
the credit easing policies of the authorities will be much more pro- 
nounced during the next six months than was the case during the 
first half of the vear. . . . It generally takes time before the full im- 
plication of a major change in monetary policy such as we have had, 
is realized and is expressed by tangible action in the markets, as 
The business picture is not likely to change and this will probably 
mean less demand for funds for expansion and working capita] pur- 
poses. . 


Also during times of uncertainty such as we are in now, 
there is usually an increased demand for riskless securities such 
as government obligations. . . . All in all, it seems as though a 
period of increased activity and larger volume of business ap- . 
pears to be in store for the government securities markets. ... 

BANKS DOMINATE MARKET 


Savings banks and commercial banks continue to dominate the 
government market, with both of these institutions acquiring securi- 
ties that will help them to maintain income. . This means the 
trend inte longer-term higher-coupon obligations still goes on, with 
switches from the nearer-term issues being done in larger volume. ... 
Savings hanks are heavy sellers of the 2% bonds, znd even shorter 
maturities in order to acquire the higher-income tap issues. . . . 
reluctance of these institutions to part with higher-coupon eligibles 
is getting more pronounced. ... 

Commercial banks appear to be more interested in the 24s 
due 1956/59 than any other security in the eligible list. . . . The 
large banks in the important money centers have been among re- 
cent heavy buyers of this issue. . . . There is, however, consider- . 
able buying of the 2s due 1952/54 and the 2144s due 9/15/67/72, » 
either as separate purchases, or in combinations. . . . Some de- . 
posit banks have been splitting their investments, putting part of 
the funds in the 1952/54s and the rest in the longest eligible 24s. 

. In this way a favorable income ‘s obtained without extend- 
ing maturities too much. . . The deposit banks evidently will 
have to do their own refunding in the market in order to main- 
tain -arnings, because it seems as though the monetary authori- 
ties are not concerned enough to give them higher-coupon . 
obligations in major refunding operations. .. . 


INVESTMENT OUTLETS CONTRACTING 

Business leans are still on the skids, and indications are: that 
private placements will slow down considerably in coming months, 
which should result in more funds going into the government market. 
_.°, Commercial banks are already putting money to work in Treas- 
ury issues. . . . Life insurance companies are still sellers on balance 
but not as vigorously as in the past. ... It would not be surprising 
if these institutions were to seek an outlet for some of their resources 


‘in the government market in the not distant future. . . 


Not too many desirable corporate issues are coming along and 
the yield spread between these securities and governments is 
narrowing so that it may not be advisable to make commitments 
in obligations that do not embody the same favorable features 
that are to be found in Treasury securities. .. . 


DEFICIT FINANCING DISCUSSED 

Deficit financing is getting more attention in the financial district 
with the opinion that when it has to be done, it will be by means of 
the lowest cost obligation, namely, Treasury bills. . . . Nonetheless, 
deficit financing is definitely considered a bullish factor as far as the 
government market is concerned. . . . Despite the fact that the mon- 
etary authorities like to surprise the market with each refunding op- 
eration, the feeling is that the July certificates will be “rolled over” 
into the 1%s. . 


MARKET FAVORITES 

The 234% due 1960/65 continue to be the leaders in the partially- 
exempt group, with the larger banks again showing a real interest 
in this bond. . . . Eleemosynary institutions are likely to be sellers 
of tap bonds, since it is reported that purchases of equities will prob- 
ably be made at or near current levels. 

The 214s due 1959/62 continue to be well bought, but it is 
indicated that the 2\%4s due 1962/67 and 1963/68 have recently - 
taken some of the play away from this bond. ... Good buying 
still soes on in the 244s due June and December, 1967/72. 
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Six Months of Chinese Currency Inflation 


(Continued from page 17) 
age of rice. Most school fees, it 
seems, are paid in kind. I had 
found a new kind of “money.” 


History of the Gold Yuan 


May we turn now from these 
personal experiences in different 
cities to a brief description of the 
initial issue of the G. Y. notes. As 
stated in the introductory para- 
graph, the new money “G. Y.” 
(Gold Yuan) was inaugurated 
Aug. 19. 1948 after the old Fapi or 


Cc. N. C. (Chinese National Cur-| 


rency) had depreciated to prac- 
tically zero. Whea the new money 
was issued six ciphers were 
chopped off the old notes and the 
remainder was then divided by 
three, or, in otser words, one new 
G. Y. equalled 3 million C. N. C 
(1 G. Y. equals 3,000,000 C.N.C.). 
At the same time the ratio to the 
U. S. dollar was $4 G. Y. equals 
$1 U. S.,1 making C. N. C. 12 mil- 
lion to one U. S. dollar. 

Redemption of the C. N. C. was 
limited to a few months’ time after 
which they became worthless. To- 
day you may see a $100,000 note 
rolled into a cone and used as a 
container for a few peanuts. When 
we arrived in September they) 
were still in circulation and it was | 
a puzzle to us to get a workable) 
formula by which to quickly| 
compute change in C. N. C. or'| 
customs gold units. The Chinese | 
are quick and almost invariably | 
honest in making change so we 
erdinarily took a look at the 
handful and assumed it was cor- 
rect. 

The total volume of G. Y. when 
issued in August was limited to 
$2 billion. A reserve of 40% in 
foreign exchange and specie was 
ereated by commandeering all of 
the foreign balances of private 
citizens. Gold and silver was also 
taken over. the gold at 200 G. Y. 
per ounce, equivalent to $50 U. S. 
per ounce. Silver was paid for at 
3 G. Y. per ounce. The total col- 
lateral back of the notes was 100%. 
The remaining 60% above the cash | 
neserve consisted of stock in par-| 
tially or fully Government-owned | 
business enterprises. The notes) 
appeared to be well secured. 


Two features of the G. Y. cur- 
rency should perhaps be noted— 
the quality and denominations of 
the notes. The first notes issued 
had been printed in the United 
States in 1945 with the expecta- 
tion that they would be put in cir- 
eulation immediately after V-J 
Day. They are dated 1945. They 
are excellent in design and on 
good quality paper. The later is- 
sues were printed in China and, 
while they depict interesting local 
seenes, are not as good in quality. | 


| 


| 














1 Just to add a little to the confusion, | 
C.N.C. had been heavily supplemented— | 
almest supplarted—by “customs gold | 
umits,”” worth 20 times the regular C.N.C. | 
Fer our purposes we will treat them all | 


as one. | 


on aa cena 





There were fractional notes in cir- 
culation in September and October 
but with the depreciation they 
have practically ceased to circu- 
\late. The largest denomination we 
| have seen in circulation are the 
| $100 notes. A new issue of $1,000 
notes was contemplated when we 
left Shanghai and may be circu- 
lating there now. All of the notes 
'from $1 up are uniform in size 
| (5% x 2%) and generally in good 


| 


trast to the Hongkong notes cir- 
culating in Canton. 

The total authorized issue of $2 
billion (U. S. $500 million) seemed 
| modest indeed by U. S. standards, | 
| but it was estimated to be six 
times the value of the outstanding 
C. N. C. at 3 million to 1. More- 
over, by the time the new notes 
were a month old, Tsinan, capital 
of Shantung Province, had fallen | 
to the Communists. Quickly other 
cities in North China and Man- 
churia followed. The military re-| 
verses narrowed the area within | 
which the money circulated and 
impaired the confidence of the) 
people in their Government. 


The quantity in circulation was 
announced in September as ap- 
proximately one billion. There- 
after there was no public an- 
nouncement of volume outstand- 
ing. Effective Nov. 11 sweeping | 
changes were made in the mone-| 
tary regulations. 





} 


These included | 
an official revaluation at 20 G.Y.: 

$1 U. S. and removal of the ceiling | 
upon the quantity of notes. There- | 
after no attempt was made to re-| 
value the notes as they fell in pur-| 
chasing power. The volume in 
circulation mounted rapidly to 
meet the Government’s budgetary 
deficit. Continuous statistics of 
notes outstanding are not avail- 
able. 


The quantity in circulation is| 
not announced publicly. As I have 
stated above, it was originally to 
be $2 billion (U. S. $500 million). 
A well-informed American banker | 
in Shanghai told me on Feb. 14 
that the outstanding notes then'! 
totalled approximately $100 bil-| 
lion. Exchange that day was 1,700 | 
to 1. An exercise in division will 
show a total in U. S. money of $58 
million on the basis of these data. 
The velocity of circulation is in- 
credibly high. 

The regulations of August froze 
wages and prices at the existing 
level. In some areas, e.g., Shanghai 
under Generalissimo Chiang’s 
elder son. Chiang Ching-kuo, the 
enforcement of economic and price 
controls amounted to a reign of 
terror. The death penalty was im- 
posed upon some violators (see 
“Life Magazine,” Oct. 19). 

At a distance from the Nanking- 
Shanghai area the controls were 
much less effective. We were in 
a position to observe the differ- 
ence between Shanghai and Peip- 
ing since our duties took us to 








| 
| 


Scene at front deor of the Central Bank, Shanghai; in a’ gold rush, 


December, 1948, 


| condition. This is in striking con- | 


Peiping on Oct. 13 by plane. We 
noted that the attempt to hold the 
price line had been virtually 
abandoned in Peiping. Our host 
University was reluctantly forced 
to charge for our meals, on a no- 
profit basis, approximately four 
times the amount in G. Y. that we 
had paid at Hangchow in the 
weeks immediately preceding. 
When we returned to Hangchow 
in November, G. Y. had been re- 
valued and the early October 
costs were completely outmoded. 
Throughout our month in. tne 
Peiping area we were living on 
G. Y. obtained in September at 
4:1 (later generously readjusted 
by the Educaticnal Foundation) so 
the higher prices seemed rather 
“rugged.” 

Price control was limited under 
the Nov. 11 regulations to essen- 
tial foods. Pressure to remove the 
ceiling on general prices was 
widespread and the decision of the 
Government to lift restrictions was 
perhaps initiated or in any event 
was supported by a memorandum 
presented in late October by 17 
professors in National Peiping and 
Tsinghua Universities. To meet 
the most pressing need for food, 
even before Nov. 11, large quan- 


tities of flour and rice were pro-| 


changed hourly in the periods of} Why the queue? Hundreds of 
greatest depreciation of the G. Y..men and women, young and old, 
Public utility rates, postage, etc.,; grasping handsful of gold yuan 
were adjusted periodically. Usually | notes were waiting for a chance to 
when they were boosted they were | exchange them for gold or silver 
relatively too high for a short;coirs. Announcement had been 
time. Our most dramatic experi- made on Nov. 11 of the lifting of 
ence with a big boost in public; the ban against ownership of gold; 
utility rates was on a railroad trip|by the month-end the Central 
from Peiping to Teintsin on Nov. 5'| Bank officially began the sale of 
and 6. We paid exactly ten times|gold. Gold pieces containing from 
as much to return on Nov. 6 as we| one-half ounce — small square 
had paid to come down, 30 hours | pieces—to larger bars were avail- 
previously. You ask why didn’t I able to purchasers. 
buy round trip? I thought of that; The terms of sale were not lib- 
too! The railroads won't play that| eral but the demand on Tuesday 
way and they make the rules. On| afternoon appeared to be insati- 
March 1, my Canton to Changsha | able. Later in the week the lines 
ticket was raised to three times! were still there but partially con- 
the rate upon which I had planned | fined by ropes. Gold was priced 
my trip. I came back for the same | at gold yuan 1,000 per ounce. Since 
amount in G. Y. that I had paid} the United States Treasury will 
for the trip north, but in U. S.| buy gold at $35 per ounce the 
_money (which I actually used) it| Central Bank price was nominally 
was substantially less after only a/ equivalent to 3%c per G. Y. This 
36-hour visit. On the whole We) seemingly overvalued the G. Y., 
won on our major trips. From) since the open market exchange 
Peiping to Nanking we rode 4| rate was from 40:1 to 45:1. Super- 
good plane for 124 G. Y. (equiva-| ficially, therefore, the G. Y. ap- 
lent to $31 ie fF when Gs Fy were | peared to be exchanging at 3% 
4:1). We were paid upon arrival) cents at the bank and 2% cents 
in Nanking at 35.1, making the| or less in the market. But there 
actual cost $3.54 U. S. My tele-| was a string attached to the 
gram from Shanghai to advise of| official sale of gold. For each 
our arrival in Canton, Feb. 15, was} 1.000 G. Y. exchanged for gold 
less than J0 cents U. S. Two weeks | the purchaser must deposit 1,000 
later, when I wired Changsha (a| gold yuan in the Central Bank. 
shorter distance) for the same! his could not be withdrawn for 
Interest was paid only 


| 


| 


vided by the Government (much |} 
of it obtained through our Ameri- 
can E. C. A.) on a ration basis at! 
an almost nominal price compared | 


to the open market rene. ‘month have been reported. I know 
In an attempt to adjust wages | u¢ one case where a shrewd board 
to increasing prices a cost-of-liv-| 6¢ trustees borrowed the money 
ing index was prepared and Of-| for a building at 20% per month. 
ficially published every two weeks. | It was in essence a speculation in 
But even this was out of date al-| exchange in which they won 
most before it was released. In al- 
most all industrial plants part of 
the wages are paid in kind, rice 
and flour being the generally ac-| 
ceptable commodities. Even the} Pen Fan an eS ee. 
faculty members of the National | 
Universities received food prod-| 


ucts as part of their pay. lan 
| ; i 
. 'money. In sketching earlier the 
Effect “ eraneniiii security back of the G. Y., I called 
How’ has the inflation affected | attention to the requirement that 
the e¢onomy? One of the first) personal holdings of gold, silver 


mately $1 U. S. 

Interest rates have been fan- 
tastic. When funds are repayable 
in G. Y. notes from 20 to 60% per 


| 


/'was completed G. Y. had dropped 
‘to less than 1/10th of the amount 


Demand for Hard Money 


insatiable demand for hard 


problems arose because of the en- and foreign balances must be sur-| 
forced surrender by individuals of} rendered to the government. | 


their gold, silver, and foreign bal-| From loyalty or fear a_ large 
ances to the Government in ex-| amount was turned in. This was 
change for G. Y. notes. These in-| held by the Central Bank. In a 


voluntary recipients of the new 
currency undertook to convert 
their money into goods while its 


desperate effort to arrest the fall 
of the G. Y. after it had been at 
! ‘ | 20 G. Y. to $1 U. S. on Nov. 11, a 
buying power was high. A “buy-| policy of selling government- 
ers’ splurge” started about Oct. 1.| owned gold was announced. The 
Shanghai shoppers came to nearby| writer was privileged to witness 
Hangchow and cleared the famous) certain interesting and even dra- 
silk stores of that city of their| matic events associated with the 
stocks of silk goods. Rice was|sale of gold. 

bought for future consumption.; When walking down the Shang- 
The merchants, not relishing the| hai Bund on Tuesday afternoon, 
prospect of accumulating cash and | Noy. 30. I unexpectedly came upon 
finding it impossible to replenish | the Chinese version of the thirst 
their fast-dwindling stocks 0f| for gold which the ancients called 
merchandise, began having store’'“Auri sacra fames.” A crowd in 





handsomely. Before the building | 


As G. Y. depreciated there was | 


purpose the cost was approxi-| one year. 
|at 2%. If the gold buyer wrote off 


the entire 1,000 G. Y. deposit at a 
loss he was selling his G. Y. at 
1.75 cents U. S. each. Experience 
with the G. Y. since first issued 
Aug. 19 did not offer much en- 
couragement for stability at the 
prevailing rate so that buyers of 
gold and silver did not regard 
their “deposit” as a real asset. 


The real demonstration oc- 
|curred Dec. 23. As I approached 
| the Bund in a pedicab headed for 
'the Central Bank on a business 
|errand I saw the greatest street 
crowd I’ve ever witnessed. Traf- 
fic was practically paralyzed, a 
cordon of police was keeping the 
crowd back in order to permit the 
street cars to get through, but for 
several blocks no passengers were 
loaded or discharged from the 
cars. I learned that earlier in the 
day there had been a genuine riot; 
the Shanghai “Evening Post and 
Mercury” reported a crowd esti- 
mated at 100,000 and nine deaths 
all due to suffocation or excite- 
ment. The police didn’t use their 
guns and seldom flourished their 
sticks. With an American visiting 
‘card and a show of need I got 
| through the lines with a police 
|escort and made it into the bank 
| by the side door. Almost more 
amazing than the milling crowd 
|and the scores of police in the 
| street was the calmness of the of- 
ficers of the foreign exchange 
department. I had the distinct 
impression of “business as usual.” 








holidays. Pressure on the G. Y. jront of the Central Bank building 
was heavy. overflowed the sidewalk and ex-| 
Prices of staple goods have tended in queues blocks long. 


Another view ef crowd lining 





for gold in December, 1948. 


No Longer a Store ef Value 


It is easy to see why money is 
no longer a store of value. The 
depreciation has been so rapid 
that holding cash for even a week 
may result in cutting its purchas- 
ing power in half. Consequently, 
money is “hot” and spent quickly. 
We pointed out how a granary at 
Changsha had become a “bank.” 
Wage earners try to buy staples as 
soon as they receive their pay: 
The gold rush described above 
was to scquire a tangible store of 
value. Silver coins and bars were 
eagerly sought for the same 
reason. 

Various substitutes may be 
‘| found for the G. Y. as a measure 
of value. In late autumn our mis- 
sionary friends in Hangchow be- 
gan to adjust wages of the ser- 
vants in terms of the price of a 
dan of rice on date of payment. 
If the price of rice moved from 
100 to 500, the number of G. Y. in 
the pay envelope was upped five 
~ |times. In the Yunnan Province, 

“| it has been reported that the tin 
| miners were paid according to the 


'price of cotton. In Shanghai, 








up at Central Bank, Shanghai, 
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prices were in effect made in U. S.| 
currency. Some of the articles we 
purchased in December to be 
taken home to family and friends 
were priced in U. S. and laid aside 
on that basis to be paid for in| 
G. Y. at the prevailing rate when | 
We took delivery. I have noted | 
that the measure of value and to a 
large extent the medium of ex-| 
change in Canton is Hongkong 
currency and in the Hunan Prov- | 
ince (Changsha) it is silver. A 
friend from Tengchung (south- | 
western China) reports that silver | 
and Burmese rupees are the pre- | 
vailing money. 

Two questions naturally arise: | 
(1) Was stabilization in August a/| 
wise move? (2) What caused the| 
breakdown? I have no positive | 
answer to the first of these. When | 
we arrived in China revaluation | 
was a fait accompli. It is entirely | 
possible that by August with)! 
C. N. C. dollars exchanging at 12! 
million to one U. S. dollar that) 
something had to be done imme-| 
diately. We questioned many| 
persons when we first arrived re-| 
garding the stabilization program. | 
It was looked upon by many as a| 
bold, brave effort to save the na-| 
tional economy. On the other) 
hand, some considered it a des- | 
perate expedient ofa hard-| 
pressed regime to prolong its con-| 
trol. Even those who questioned | 
whether the value of the new} 
money would be maintained wel- 
comed the change from bales of| 
C. N.C. to a bill fold of attractive | 
G. Y. notes. 


Causes of Failure 

In formulating the program the 
goverament failed to utilize the | 
knowledge and experience of some 
of its best financial leaders. Pro-| 
gressive, public-spirited bankers! 
have told me that while they were | 
generally aware that stablization | 
was to be undertaken they learned 
the details of the program only | 
when it was made public. 

It is doubtful whether any| 
monetary reform could have suc-| 
ceeded in the face of military re-| 
verses and the loss of confidence | 
in the government that made it 
impossible to balance the budget | 
or finance the deficit through sale | 
of bonds to the investing public, | 
but some pitfalls might have been | 
avoided. Moreover, it is impor-| 
tant to note that the breakdown 
of the money did much to alienate | 
the middle class and businessmen. | 
Soldier morale was destroyed by | 
inflation. It is said that stiffer 
resistance around Hsuchow in No- 
vember and December resulted 
when the army was paid in part, 
at least, in silver dollars. 


A Second Phase of Inflation 


In conclusion, I desire to em- 
phasize that this is an account of 
China’s second postwar inflation. 
The letters which we received'| 
from home during our first weeks | 
in China indicated that the pub-| 
licity on the C. N. C. inflation had 
been so effective that many of 
our friends envisioned us as going 
to market with a brief bag stuffed 
with practically worthless notes. 
Actually, at that time we carried 
fresh new G. Y. notes in our bill | 
folds. The substitution of the) 
G. Y. notes fer C. N. C. was ap-| 
parentiy not widely heralded in| 
the United States and even today | 
many home folks are unaware of 
the situation. 


History is replete with illustra- 
tions of paper money inflation, 
usually associated with war or 
revolution. To keep myself hum- 
ble I carried with me to China a 
$35 nete authorized by our own 
Continental Congress in July, 
1779. I remind you that it has 
been for 170 years a synonym for 
worthlessness—‘‘not worth a Con- 
tinental.” Chinese students viewed 
it with interest. A year ago an 
American magazine headed 
an article “Inflation— The Fire 
That Rings the World.” It truly 
does! The story of China’s in- 
flation could be duplicated in 
many lands, but I am not able to|{ 


| elsewhere. 


lier figures. 


actual 
My 


write from 


account ‘from 


experience | sound fiscal policy with monetary 


reform. The breakdown of the 


China is almost embarrassingly|G. Y. currency was particularly 


personal, but it is hoped thereby 
to make the problems stand out 
more vividly. While we personally 
lost by adverse exchange rates, 
we didn’t suffer any real hardship 
and I certainly do not write in a 
critical spirit. Six months in 
China has intensified our admir- 
ation for her people and increased 


|our understanding of her crucial 


post-war problems, so easily min- 
imized at long range. 
China's inflationary experience 


| offers little that is new. It proves 


once more the necessity of linking 





unfortunate because, while it was 
due in large measure to the mili- 
tary and political, disasters that 
have befallen the issuing govern- 
ment, it contributed to the loss of 
confidence in the Nationalist lead- 
ership and thereby was a cause as 
well as an effect of those dis- 
asters. I make no prediction re- 
garding the future of China’s 
money; this is indissolubly linked 
to the outcome of the civil strife 
and today there is no certain an- 
swer to the nation’s tomorrow. 





New Competitive Era Coming 


(Continued from page 13) 


of 1940 as against 1915, the fig- 
ures are not too far apart, al- 
though in this case the choice of 
100 as an index figure for the two 
years was made arbitrarily. 

If there is anyone here who 
cannot see the actual figures, the 
orange line covers the years from 
1915 through 1926. And the black 
line ranges from 194) through 
1948. Let’s see what happened. 

During the first World War pe- 
riod there was a slight sag in 1918, 
but in general the movement was 
upward until we hit the recession 
year of 1921. In the more recent 
war years, the dip was more pro- 
nounced and more _ prolonged, 
until private construction spurted 
in 1946 to catch up with the ear- 
Then the two lines 
stay together until 1923 in the 
case of the orange, and 1948 in 
the case of the black. And re- 
member that at this point five 
years had elapsed since the end of 
World War I and that only three 
years have gone by since the low 
construction years preceding V-J 
Day. 

It might be well right here to 
translate the index figures back 
into dollars. In the earlier pe- 
riod, the volume was very colse to 
$7,000,000,000 and in 1948 it was 
$13,631,000,000. If we added pub- 
lic construction, the totals would 
be approximately $8,500,000,009 
and $17,600,000,000. And, of 
course, it must be remembered 
that public construction was some 
$8,000,000,000 more in 1942 than 
at the peak of the World War I 
era. 

Nevertheless, all this provides 
ground for some interesting spec- 
ulations. If past performance 
holds any hint for the future, then 
we can look forward to some 
highly satisfactory construction 
years ahead. 


War, the curve was steadily up- 
ward with the exception of a 
single dip in 1921. In fact, there 
was no very real sag until 1929. 

But whether or not the present 
curve follows the last one with 
real fidelity, we all know that 
there is a vast demand for build- 
ing of many kinds, and particu- 


larly low-cost housing. 


You will notice that I have 
made no effort to draw in a line 
for 1949 on the chart we have 
been using. Some months ago the 
Federal Government came out 
with a forecast that total new con- 
struction — public and private — 


would exceed the 1948 record by 


more than $1,000,000,000. 

As has been the case with a 
number of other government fore- 
casts, this prediction now appears 
to be auite a bit off the beam. 
Nevertheless, the contract award 
figures for the year to date are 
extremely interesting, The latest 
estimates, covering both public 
and private. are running only 
about 6% behind last year. 

4Yere are some actual up-to-the- 
minute figures. Construction 
work done in May—last month— 
was valued at $1,538,000,009. In 
May of 1948, the total was $l,- 
572,000,000. True, public con- 


During the eight 
'vears following the first World 


|its St. 





struction was up—some 30%. 
Thus, private building in May 
amounted to $1,111,000,000. But 


this was only 9% lower than a 
year ago. And as far as the first 
five months of 1949 are con- 
cerned, construction work was 3% 
above the like 1948 figure. 


Now it is my contention, and I 
intend to repeat it later in differ- 
ent words, that anything close to 
the record high of last year is not 
bad business. No—it is good busi- 
ness, 


For some time now I have been 
talking about the period stretch- 
ing from 1915 to the present. And 
what a period it has been—en- 
compassing some of the most far- 
reaching events of all time. Two 
terrible world conflicts, each fol- 
lowed by a spurt in general busi- 
ness and then a pause for, read- 
justment — the terrific boom of 
the late 1920s and the equally 
tremendous bust of 1929, which 
developed into the worst depres- 
sion in our history. And, of 
course, there was the New Deal— 
and now the Fair Deal. 


Surely it is safe to say that this 
period has been conspicuously 
lacking in one respect—so-called 
normal] conditions have seldom, if 
ever, prevailed. The pendulum 
has been swinging in a wide arc, 
with little if any pause on middle 
ground. Perhaps—and how I 
pray this is so—we are finally on 
the way toward a blessed period 
of stability. 


Jos. Fischer With 
Goldman, Sachs & Co. 


ST. LOUIS, M. — Goldman, 
Sachs & Co., members of the New 
York Stock 
Exchange, an- 
nounce that 
Joseph _ S§., 
Fischer has 
become asso- 
ciated with 
the firm in 
Louis 
office, Boat- 
men’s Bank 
Building. He 
formerly was 
a partner in 
Peltason, 
Tenenbaum 
Co. of St. 
Louis. 








Joseph S. Fischer 


W. E. Hutton & Co, 
To Admit Stevenson 


CINCINNATI. OHIO — W. E. 
Hutton & Co., First National Bank 
Building, members of the New 


York Stock Exchange, will admit 
Justin J. Stevenson to partner- 
ship on July list. Mr. Stevenson 
has been with the firm for some 





| Lenin said, 
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(Special to THe FiNaNCIAL 
WEST PALM BEACH, FLA.— 
Langdon G. Higgins has been) 
added to the staff.of Thomson & | 
McKinnon, 319 Clematis Street. 


Revolt in Russia Unlikely, Says Bedell Smith 


Former Ambassador scotches predictions of anti-Stalin uprising. 


Asserts Soviet leaders do not want war, although their 


may eventually lead to conflict. 


Lieut. Gen. Walter Bedell Smith, former Ambassador to Moscaw 
and now in command of the First Army at Governors Island, 6m 
June 2 told members of the Chamber of Commerce of the State of 
New York that it was his belief that Russian leaders do not want a 


<a. 





war at this 
time and that 
the possibility 
of an _ upris- 
ing in Russia 
against the 
Stalin Gov- 
ernment was 
“extremely 
unlikely.” 

The address 
of Gen. Smith 
at the cham- 
ber’s monthly 
meeting was 
“off the rec- 
ord,” as were 
his answers to 
questions 
from the floor which followed his 
formal talk, but he authorized the 
publication of the following se- 
lected excerpts from his remarks: 

“I do not believe the Russian 
leaders want a war at the present 
time. However, they realize fully 
that they have adopted a line of 
policy which may involve war. 
Their position is best expressed 
by a remark imputed to Stalin, 
who is alleged to have said, ‘We 
do not want war any more than 
the West does, but we are less 
interested in peace than ‘the 
West and therein lies the strength 
of our position.’ 

“The present state of tension 
and suspicion is not entirely a 
new development. Although for 
the first hundred years of our 
history our interests and those of 
Russia marched ‘together in op- 
position to Britain, for freedom of 
the seas, serious tension de- 
veloped at the time of Theodore 
Roosevelt’s first administration, 
and some of the bitterest remarks 
made about Russian statesman- 
ship were made by him. During 
the war, of course, there was 
much hope for and talk of the 
entente cordiale which would pre- 
vail after victory, but we were 
mistaken in our optimistic views 
and failed to take into account 
the basic hostility of Communism. 

“The foreign policy of Russia 
under Czarism and Communism 
has been relatively consistent 
through the past five or six 
hundred years. Russia has al- 
ways sought to extend its bound- 
ary and influence in whatever 
direction it found the least re- 
sistance. This Russian policy was 
pointed out by Lord Palmerston 
many years ago, and his state- 
ment to that effect is quite as ac- 
curate today and might well have 
served as a theme for our own 
foreign policy. 


4 
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Lt. Gen. W. B. Smith 





Uprising Unlikely | 

“About a year ago while I was 
in London I dined with Mr. | 
Churchill who was entertaining | 
the wartime Chiefs of Staff. He) 
was very alert and in his best} 
form, but kept reverting to the) 
possibility of unrest or an up-| 
rising in Russia against tae gov-| 
ernment. In my opinion this is) 
extremely unlikely, although as} 
‘Any regime which | 
remains in power for a long | 
period of time becomes unpopu- 
lar, this life of the Soviet re- 
gime in Russia is entirely latent. 
The Russian people have what 
they want politically, they have 
no real understanding: of demo- | 
cratic processes, and the secret 
police is much more  effi- 
cient than it ever was during the | 
Czarist regime or in any cofrre-'| 
sponding force anywhere in the| 
world. 
“Then. the Russians have been | 
accustomed to an authoritarian | 
state during their entire history. | 
Now they have the right to vote— | 


true, the ballot gives the choice’! 








| of several names, but they are all 


selected by the government and 
are their stooges. The party dis- 
cipline is very strict. 


Molotov’s Future 


“The significance of the re- 
moval of Molotov as Foreign 
Minister will develop when we 
know what Molotov’s new job is 
going to be. It looks as though 
Manlenkov is likely to become 
Stalin’s successor, in so far as 
one individual will succeed him. 
So far as I know, Marshal Stalin’s 
health is all right. It is not un~ 
usual for Georgians to live to be 
100 years old. Even if Stalin di& 
pass on, an upset is not likely te 
develop, as the Politburo is pretty 
firmly in control and his sue- 
cessor is probably already de= 
cided upon.” 


Reports Recession 
In Manufacturing 


Alexaader Hamilton Institute sees 

further decline in factory output, 

but with some resistance in near 
future. 


According to the Alexander 
Hamilton Institute, the decline Mm 
the output of manufactured goods 
whieh began last November was 
extended in April for the sixth 
consecutive month at an acceler- 
ated rate. The index of the 
volume produced, as compiled by 
the Federal Reserve Board on the 
basis of 1935-1939 as 100, and un~- 
adjusted for seasonal variation, 
dropped to 183 in April from 190 
in March and from the postwar 
peak of 205 last October. Activity 
in April was»the lowest since 
July, 1946; it was not only down 
10.7% from the peak, but it was 
off 5.2% from the volume in April 
last year. 


In addition to the drop in 
volume, the prices of manufac- 
tured goods extended their de- 
cline in April to a point 7.1% 
below the record high peak 
reached last August. As a result, 
the index of the value of factory 
output dropped in April for the 
seventh consecutive month, fall- 
ing to 338.0 from the all-time 
high of 401.7 last September, a 
decrease of 15.9%. Nevertheless, 
the value of factory output im 
April was still relatively higher 
than farm income which is a 
measuring rod of the nation’s 
normal demand for manufactureé 
goods, the index of farm income 





_for 1949 being currently estimated 


at 332.5. 


The Institute says that a fur- 
ther decline in the value of fac+ 
tory output is indicated, with both 


prices and the volume of produc-= 
tion going lower. This decline, 
however, may meet with some 
resistance in the not too distant 
future in view of the close ap- 
proach of the output in April te 
the demand level, although the 
output is likely to drop below the 
demand level before the decline 
is halted. The chief uncertainty is 
whether or not farm income will 
be as high as is now indicated. 


Eastman, Dillon Adds 


CARLISLE, PA. — Eastman; 
Dillon & Co. Members of the 
New York and Philadelphia-Bal- 
timore Stock Exchanges, announ¢e ~ 
that.Miss Kathleen Marjory Mar-=+ 
tin has become associated with 
them as ai registered ‘'representa~ 
tive in‘their Carlisle office. 
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No Cause for Jitters in Business Outlook 


,power available—in cash, bank and standards of living during the| level in 1941 into levels above) 


(Continued from page 9) 
war slump.” Actually April was 
the first month in 1949 in which 
employment was not greater than 
ior the same month a year ago, 


and unemployment in April actu-| 


ally declined 151,600 from March. 
Both employment and unemploy- 
ment were greater during the first 
quarter, largely because thousands 
of women decided they wanted to 
work and thus made the labor 
force bigger. Another headline 
reads “452 Firms Report First 
Quarter Dip.” The first sentence 
in the article says, however, “First 
quarter earnings of 500 companies 
showed a composite net income 


| deposits, and bonds. 


Fair and Warmer 


‘wer. They attained new standards, 
| tastes, preferences, and desires. 
|Pecple will fight far harder to 


income groups, approximately 16,- | 
| G00,000 families had moved up 
from the $1,000 to $3,000 a year | 


| $3,000 per year income by 1947. | 
|} Over 21% of families now have| 
|incomes over $5,000, after taxes, | 


| As to the favorable factors in|retain the standards they have/| as compared with 4% in 1941. By | 


our economic climate—they are so 
/numerous that even reciting a 
|complete list of them is impos- 
| sible within the bounds of a sin- 
'gle address. To even “count your 
| blessings one by one” is a sizable 
job. Having beer in over 50 coun- 
tries, I have never found but pos- 
sibly two in which the people, 
even in what they consider pros- 
perous times, would not envy us 
in the depression of the early 30s. 
It is most unfortunate that more 
of our people do not realize this 





6% higher than in the like period 
of 1948.” There is no excuse for| 
such slovenly interpretation. Such 
untruthful and misleading head-| 
lines are explosiveiy dangerous | 
sources of completely unjustified | 
jitters. Americans have the right 
to expect their press to do a bet- 
ter job than this, and I have cited 
only two cases out of a disturbing 
galaxy of examples. 

How often we hear the state- 
ment these days that production 
is catching up with demand on 
many items! But, is it? How many 
of you have all you want of goods 
or services? How few of you 
aren’t ready to buy more—if con- 
vinced that good values are avail- 
able? Demand is practically in- 
satiable, given purchasing power 
and the desire to use it. Even the 
deepest dyed pessimist can’t deny 
that purchasing power is vast 
today. 

Weekly hours of work are down 
slightly from last year, but only 
about 4%. April employment was 
down slightly from a year ago— 
but only slightly. With our pres- 
ent labor force we can expect to 
have approximately 3,000,000 un- 
employed even in extremely pros- 
perous times. There would be that 
many temporarily out of work, 
changing jobs, or moving from one 
part of the country to another. 
Even this degree of unemploy- 
ment allows practically no choice 
of quality in employing workers. 

New orders aré down in many 
industries, but why shouldn’t they 
be? Is it reasonable that we go 
on indefinitely, and with no 
breathing spells, beating the high- 
est production and sales records 
in history—records envied by the 
whole world? There are still great 
backlogs of orders, particularly in 
the durable goods field. Of course, 
these backlogs are shrinking. They 
are the hangovers of the seller’s 
market. 

Home building is slightly down, 
but certainly there is justification 
for awaiting better values here. 

Federal finances are bloated. 
Not only must further bloating. be 
resisted but this baby needs 
burping badly. On the other hand, 
military and foreign relief expen- 
ditures are very considerable 
props to our present high level 
economy. If we can arrive at an 
understanding with Russia, the 
declines in military expenditures 
will be largely offset by increased 
trade with Eastern Europe. 

Non-wage labor costs to indus- 
try are increasing and will prob- 
ably increase further. The hourly 


or weekly wage rate is no longer 
a complete measure of totai labor 
costs because the growing costs 
for pensions, paid vacations, profit 
sharing, and medical berefits— 
which do not usually show up in 
Wwege rates, cause considerable un- 
derstatement of the total labor 
cost of doing business. The so- 
called “fourth round” of the labor 
unions will push for these non- 
wage benefits. Any considerable 





wage increases or extended strikes 
at this time will merely delay our 
readjustment, raise prices, and in- 
crease buyer reluctance. Spending 
is already low as compared to the 


fact and act accordingly. 

Since 1940 you have had a 
Canaca and a Norway added to 
your market—over 16,000,000 in- 


| creased population. Between now 


and 1960 you will have added to it 
the combined populations of Nor- 
way, Bolivia, Panama, Paraguay, 
Costa Rica, and Luxemburg. When 
a boy is born today, his life ex- 
pectancy is about 66 years. Ii he’s 
born in 1960, it will be 68.2 years. 
A boy born in 1850 could expect 
to live to the ripe old age of 38.3 
years. Your customers are living 
more than 25 years longer than 
those of your grandfather. That 
extra 25 years of buying time is 
a huge addition to the richness of 
your market. 

The war baby bonus—approxi- 
mately 5,000,000 more babies than 
would normally have been born 
between 1941 and 1947, will add 
much to the richness of your mar- 
ket in the ’60s as they marry and 
establish new homes. 

An obvious but generally over- 
looked fact is that the market for 
heating and cooking equipment 
grows at a much faster rate than 
the population itself. Families are 
your buying units and the number 
of families increases at a much 
faster rate than population. Be- 
tween 1930 and 1940 the number 
of families increased 16.6% while 
population increased only 7.2%. 
The family rate of increase was 
more than twice that of popula- 
tion. In England it is almost three 
times the population rate. 

The homes of the future will be 
smaller than in the past but better 
equipped and “mechanized” with 
conveniences. Your products must 
be designed, improved and adapt- 
ed to this trend, but the trend 
offers you a constant, steadily 
growing market over the next two 
decades, with your war baby 
bonus enriching the decade of 
the ’60s. 


A major part of your market is, 
of course, new homes. In spite 
of our antiquated, inefficient, col- 
lusive, feather-bedded, code-rid- 
den, and speculative home build- 
ing industry, there will probably 
be approximately 14,000,000 new 
dwelling units built between now 
and 1960. Even more will be built 
with any significant cut in costs 
and prices of homes, but the de- 
mand for new homes is a relative 
one partly determined by the in- 
crease in the number of families, 
partly by the real income or pur- 
chasing power of those families, 
and partly upon the judgment of 
the buyer as to whether he is get- 
ting anywhere near a_ dollar’s 
worth for his dollar. 


Your market will be an increas- 
ingly well educated and discrim- 
inating one. Illiteracy is now only 
2.7% of people 14 years of age 
and over. In 1948 over a third of 
our population age 21 years and 


By 1969 approximately half the 
adult population will have gone 
through high school and more than 
six out of each hundred will have 
a coilege education. Far more will 
have some high school or college 
training. 

_ There is a “law of marketing” 
in your favor. Many millions, in- 
cluding 14,000,000 ex-service men 
and almost as many women were 





amount of discretionary buying 





uprooted from old environments 


over had a high school education.. 


|reached than they would have 
them. 

The ability of consumers and 
\industry to buy is unquestioned 
even by the most pessimistic. Per- 
sonal incomes are still running 
slightly higher than a year ago. 
In March they were at an annual 
rate of $214.3 billion, just a little 
below the all-time high of De- 
cember, 1948, and 4% 
level of March a year ago. Wages 


high as last vear and may even 
increase slightly. Corporation 
profits fer the iirst quarter of this 
year were very high though they 
may decrease sligntly during the 
second halt of the year. 

Total disposable personal in- 
come (after taxes) for the first 
quarter of 1949 was running at an 
annual rate of $197 billion—over | 
2% times the 1940 rate and 7% | 
above the same period last year. 

Liquid assets of individuals— | 
stored up purchasing power—is| 
now $207 billion. That is over| 


tal retail sales of the U. S. in 1939. 
Even at today’s higher prices this | 
represents a purchasing power al- | 
most double the savings of 1940. 
Savings are the highest and best 
distributed in our history. For the 
first quarter this year savings of 
individuals reached an annual rate 
of $21.2 billion, an increase of 86% 
over the same quarter a year ago. 
Large savings mean delayed or 
caution buying, but they also 
mean a firm, active, broad and 
relatively stable future market. 

Real purchssing power (cor- 
rected for higher taxes and price 
inflation) is 53% higher than in 
1940 and 6% higher than in the 
first quarter of 1948. 


After paying taxes and sub- 
tracting from personal incomes the 
basig living costs (food, clothing | 
and shelter) to give us a living 
standard equai to that of 1940, we 
have left what we call discretion- 
ary purchasing power. That is the | 
money which the consumer can! 
either spend or save at his dis- 
cretion. Discretionary purchasing 
power for the first quarter of 1949 
was running at an annual rate 
four times that for 1940—$103.2 
billion as compared to $26.5 bil- 
lion. 

Indebtedness, both consumer 
and farm, is extremely low as 
compared to savings or disposable 
income. Consumer debt could be 
doubled without exceeding the 
1940 ratio to savings, or increased 
60% without exceeding the 1940 
ratio to disposable income. Instal- 
ment buying is not a danger as in 
1929. Farm mortgages are at the 
lowest level since the beginning 
of the First World War. 


Total farm income in 1948 was 
three times that of 1940 in spite 
of some decreases in prices of 
farm products. Changes in the 
overail financial position of far- 
mers show an even more remark- 
able gain. Farmers’ cash assets in 
1248 were over $22 billion as 
against $5 billion in 1940, and they 
have around $2.50 in cash or its 
ecuivalent for each dollar of debt 
compared to $0.50 in cash for each 
doliar of debt in 1940. There 
seems little likelihood of the with- 
Grawal of government price sup- 
ports, and farm purchasing power 
will remain high Exports of farm 
products, however, can be expect- 
ed to drop after European crops 
are harvested this year, unless 
those crops are smaller than ex- 
pected. 


Income is more widely and 
equitably spread than ever before 
and there have been great upward 
shifts of families by income 
groups. After deducting Federal 
income taxes, which bear more 








are expected to remain at least as| 


| $29.2 billion in 1939 to $55.4 bil-| 
| lion in 1948. Life insurance com- 
| panies, 
| mutual 


three times the liquid assets of|@ Plentiful supply of funds to 
1940 and isalmost five times the to- | ¢ligible borrowers. There was no 


| mately 


| 1960 real incomes will be consid- | 


| distributea than now. It will be | 
| more difficult to make a fortune | 
| but less difficult to attain a rea-| 
| sorably hign standard of living. | 
| An additional $2.2 billion to $2.5, 
| billion of purchasing power will | 
_be released at the end of this year | 
'and the beginning of next in the} 
‘form of premium adjustments or | 


above the|;efunds on Second World War | 


veterans’ insurance. 
| Life insurance company re-| 
| sources have almost doubled over | 
the past 10 years—from assets of 


| 
| 
; 
| 
| 
| 


loan associations, and 
savings banks can con- 
tribute about $6 billion yearly to 
business and real estate financing. 
Unfortunately tnough, we need 
more risk or “adventure” capitai 
worse than we need these gilt- 
edge loan funds. 

Interest rates are low and prom- 
ise to remain so indefinitely, with 


credit stringency even at the top 
of the boom. 

Unemployment insurance, other 
Social Security benefits, savings, 
low indebtedness, stock piling pro- 
grams, farm price supports, and 
the ECA program are all “cush- 
ions” which we lacked in 1920 or 
1929, and they can do much to 
avoid depression. Both Federal and 
State governments will increase 
public works programs, many of 
which are long overdue, if unem- 
pioyment increases appreciably. 

Private capital outlays for the 
first quarter of this year was 12% 
above those a year ago. Although 
there may be a slight drop during 
the second half, the outlays for 
the year are expected to total 
$18.3 billion, which is approxi- 
the same as last year. 
Many manufacturers would in- 
crease their capital goods expen- 
ditures if they could sell their 
company’s stock even at 10 times 
earnings. Any small decrease in 
residential and factory construc- 
ticn will be at least offset by in-'| 
creased construction of public! 
utility plants, highways, hospitals, | 
schcols, water systems, river and 
harbor projects, and pipe lines. 

Many plants have completed ex- | 
pansion or modernization pro-| 
grams and are equipped to oper-| 
ate with increased efficiency. In- | 
creases in productivity of equip- | 
ment, management and labor still | 
have great opportunities to offer | 
and both management and labor | 
are going to find it advantageous | 
to profit from these possibilities. | 
If government, management, and 
labor use even a modicum of their 
collective intelligence, our stand- | 
ard of living can be increased 25% 
by 1960, througn increases in pro- 
ductivity. 

Manufacturers’ and distributors’ 
inventories were low at the begin- 
ning of the year, and since then 
inventory accumulation has slowed 
down—particularly retail inven- 
tories. Inventories must be ap- 
praised in the light of increased 
population and inflated dollars. 
Taking these two factors into con- 
sideration, total inventories have 
been and still are quite reasonable. 
Retail inventories have improved 
both their quality and balance | 
since last year, notwithstanding 
the fact that many dealers are 
apparently caught with long in- 
ventories of some heating and, 
cocking equipment items. | 

Although exports will not break | 
all-time records this year, they | 
will remain extremely high as| 
compared to any prewar stand- 
erds. I am far more concerned | 
about increasing our imports so| 
that we can be paid for these 
exports, and can receive interest 
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heevily of course on the upper 


;and dividends on present and fu- 


| S€rves, 


ture investments abroad. Most 
Americans unfortunately have not 
changed their foreign trade atti- 
tudes to conform to our change 
from a debtor nation to the world’s 
largest creditor nation. Creditor 
nations must either increase their 
imports or give away a goodly 
proportion of their exports of 


fought on their own, to reach|erably higher and more evenly | goods and capital. Unfortunately, 


it is always easier for a creditor 
to fergive nis debtors than for 
dekttors to forgive their creditors. 

The stock market is thoroughly 
deflated in sharp contrast to the 
rampant inflation ot 1929. Many 
stocks can be bought for less than 
the liquid assets represented. Far 
mcre can be bougnt well under 
their book value. Reducing mar- 
gin reauirements from 75% to 
00% recently nardly made a rip- 
ple Gn purenases or prices. This 
is a definite rock-bottom strength 
completely lacking in past de- 
pressions. 

Although business failures are 
increasing over the ail-time low 
of 1945 (810 failures), the 10,000 
failures expected by some this 
year would still be only half of 
the average annual failures of the 
so-called prosperous Z0s—and of 
course there are far mcre business 
concerns now than then. In the 
’20s the failure rate was about one 
out of a hundred concerns. This 
year’s rate, even if it reached 
10,000, would not exceed one out 
of three hundred. 

For the first quarter, the physi- 
cal volume of retail sales was ap- 
proximately the same as a year 
ago but dollar volume was down 
about 3% due to price decreases. 
While most people think the cost 
of living is declining and prices 
falling, the consumer’s price index 
actuz!ly went up very slightly in 
both March and April. There is 
certainly no evidence or tnreat of 
any panic break in prices. 

The output of steel for the first 
quarter of this year went over 
24 million tons-—the largest quar- 
terly output in history. Steel out- 
put promises to hold high, even 
assuming some small declines. 

Decreases in carloadings are, in 
my opinion, largely offset by in- 
creases in truck hauling. Tne car- 
loading index alone is no longer 
an unquesticned measure of total 
freight movement, particularly 
since recent rate increases and 
large truck output have encour- 
aged increased truck hauling. 

Basic economic conditions are 
strong, favorable, and sound with 
plenty of liguid assets, credit re- 
and unsatisfied wants. 
There are still many new prod- 
ucts, techniques, and methods to 
come, in spite of the fact that the 
Co:rnmissioner of Patents of the 
United States resigned in 1833 be- 
cause all the worthwhile inven- 
tions had been made. Each basic 
discovery or invention gives birth 
to a family of them. 

Given ample purchasing power, 
any postponement of buying is apt 
to be short-lived, and certainly 
there is purchasing power in 
abundance. The economy as a 
whole is in remarkably 200d bal- 
ance once the gas pains of infla+ 
tion are relieved. The reed for 
both consumer and _e industrial 
goods is still great. 

This is the most talked of, most 
forewarned, longest expected, and 
most guardedly approached eco- 
nomic readjustment in history. 
This in itself is most encouraging, 
for great depressions usually start 
with unexpected and sudden panic. 
A gradual process of readjustment 
holds no basis for fear, but for 
confidence and hope instead. It 
should neither be severe nor long. 
What should we do about it? 


What to Do About It 


First of all, management should 
question itself sternly and ob- 
jectively on the soundness of its 
experience, methods, viewpoints, 
and philosophies as a source of 
future policies and plans. This is 
no time to back into your future 
lecking at your past. The cocky, 
hell-bent-for-leather ‘20s; the bit- 
ter, humbling, and humiliating 
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30s; and the roaring, careless; pro- 
ducticn-crazy but marketing-biind 
"40s afford management but few 
constructive solutions to the prob- 
lems of the ’50s and the ’60s. Per- 
haps they 


| 


advertising shares 
kilowatts the unique distinction 
of not having increased in cost 
since 1940. The cost per thousand 
people reached is just about the 


have even left in the| same in current dollars. The peo- 


minds oi management some un-| ple you reach have far more pur- 
fortunate fear phychoses which) chasing power. If you deflate the 


are a poor 
based on facts. 


substitute for caution | 1849 dollar to a 1940 basis the 
These three dec-| cost of reaching a thousand peo- 


ades do show a woeful lack of| ple is actually 40% lower than in 


coordination of our 
‘capacities with other phases of our 
economy—marketing, public rela- 
ticns, the economics of consump- 
tion, and S0vernment, for instance. 
Each of these will have greatly 
aaded weight in the decisions of 
the next two decades. 

_ Training for leadership in both 
our universities and our compa- 
mies will cali for your active par- 
ticipation. While thinking of this 
‘one, consider well the dangers of 
expecting the blessings of the free 
‘enterprise system to be taught ob- 


jectively to your children by 
teachers, from the elementary 
schools to colleges, who have 


reaped so few of those blessings. 
Damning government will solve 
neither industry’s nor govern- 
ment’s problems—and govern- 
ment’s probiems reach far beyond 
those of your company or your 
‘industry, but government officials 
will deeply appreciate any help 
you can give them in solving their 
problems. Mass production is now 
dependent upon mass marketing, 
2nd marketing was a neglected 
step-chila during the ’40s. 

_ There are several specific and 
immediate things to be done too. 
One of them is going to cause 
groans, but in my opinion it is 
inescapable, and the sooner the 
operation is over the better it 
will be for everybody. 

Reduce prices. If prices are re- 
duced to show better values, vol- 
ume will remain high. You have 
a choice between keeping present 
prices with reduced volume, and 
lowering prices and margins to 
maintain volume, with the result- 
ant maintenance of high employ- 
ment, and finding offsetting in- 
creases in efficiency. The latter 
choice seems to me the only one 
‘in a bu-yer’s market with reluc- 
tarce in buying the major force 
to be overcome. Price cuts have 
already been made by such com- 
panies as Detroit Michigan Stove 
Company. Nash-Kelvinator, Gen- 
eral Electric, Borg-Warner, East- 
man Kodak, General Motors and 
Ferd Motor Company. These cuts 
must follow, and at times precede, 
lower prices of materials, more 
regular supply, and increases in 
efficiency. It is far better to lead 
than to follow in such reductions, 
for the leeder gets the greatest 
benefit in his public relations and 
advertising. Waiting for painfully 
extracted and delayed reductions 
will lower volume, employment, 
and purchasing power. Prices 
simply cannot remain indefinitely 
at present inflated levels. If we 
quickly 
conditions, there is no reason why 
we cannot remain at a very pros- 
perous economic ievel for a long 
period. 

As old order backlogs are be- 
ing run through, vigorous promo- 
tion and selling must get new 
ones. Those now on the books 
ceme in almost in spite of what 
management did. The normal 
function of management is to seil 
aggressively as well as produce, 
and that selling effort must reach 


cant 
a 


through to the household con- 
sumer. 

Den’t fall into the complacent 
error of assuming that you can 


capture the market of the ‘50s 
with 1939 or 1945 model advertis- | 
ing and selling. The job is bigger. 
The needed impact 
Measure the task to be done, fig- 


productive | 





| 


| 





7 ° , | wi hav C 
adiust prices to changed | Wl have to do 


1940. 


Both old ard new or improved 
products must be promoted ag- 
gressively, stressing their better 
values. When a pilot hits head- 
winds he opens instead of closes 
the throttle. Can you do less? For 
the 12 years from 1930 to 1941, 
inclusive, we invested 2.8% of our 
national income in advertising. 
Since 1941 we have invested only 
1.6% in advertising. 

Much will depend upon the 
soundness of legislation and gov- 
ernment policies, and business 
leaders have the opportunity and 
the responsibility of helping to 
guide that policy. They must in- 
sist on the reduction of govern- 
ment expenditures and the reduc- 
ticn of taxes—as repeatedly prom- 
ised py responsible officials when 
they were justifying increased 
taxes to stop inflation. Faith in 


government is a pasic faith and | 
Urge the) 


must be preserved. 
elimination, or at least the reduc- 
tion of excise taxes on such items 
as travel, automobiles, and other 
non-luxury items. The govern- 
ment should stimulate’ capital 
goods expenditures by giving an 
increased rate of obsolescence on 
the first year or two after instal- 
lation, and by doing away 
dcuble taxation on profits. 
are things that you and other 
businessmen, as well as labor and 
the general public, 
stantly urge upon government as 
in the best interests of the entire 
eccnomy. 

With your capacity 
since 1940, you manufacturers of 
cooking and heating appliances 
are worried about moving present 
retail inventories without loss. 
The filled channels of distribu- 
ticn have blocked the flow of your 
factory sales temporarily. Most of 
that retail inventory was made of 
black market and gray 
materials which cost you as much 
as 45% of your total f.o.b. factory 
sales dollar. You are now ship- 


with electric | 





That | have been completed overnight. 


| 
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should con-} 


} 


doubled 





Your manufacturing equipment is| sound policies or plans. “Now” is | 


far more efficient tnan before the 
war. Cost reductions are going to 
prove as advantageous to labor as 
to management—and the con- 
sumer. 

There's still plenty of room in 
your industry for gains from 
standardization. With some 200 
kinds of gas valves and 200 dif- 
ferent settings on oil valves for 
your stoves, and with a whole 
galaxy of tensile strengths de- 
manded in your steel sheets, you 
must be pretty tough customers 
for your suppliers—and those are 
only three examples. Perhaps a 
wholehearted standardization pro- 
gram for your industry would im- 
prove your relations with sup- 
pliers as well as cut your costs. 


Instead of this being a year of 
floundering indecision it must be 
a year of decision. Stop looking 
so assiduously for hidden minor 
dangers and be guided by the ob- 
vious major strengths. Decisions 
based alone on conditions of the 
moment are not the basis for 








merely a razor’s edge separating 
the past from the future. What 
is true now might not have been 
true yesterday or may not be true 
tomorrow. We must discover and 
measure the trends and changes 
and, knowing them, base our de- 
cisions upon them. Those trends 
and changes are decidedly favor- 
able to your future. 


Markets are people with money 
to spend—and the desire to spend 
it. We have the people—16,000,000 
more of them than in 1940. They 
have more purchasing power than 
the manufacturers of any other 
country could envision in their 
wildest dreams. Remember, how- 
ever, that consumer purchasing 
includes the desire to buy as well 
as the ability to do so. Right there 
is where your job begins, and if 
you can’t do it, after counting all 
your blessings one by one, then 
it’s time to stop talking about the 
blessings of the free enterprise 
system, for enterprise has died 
and freedom will soon do so. 





Employment Forecast: 
Slightly Downward 


(Continued from page 15) 


or later. It was inevitable be- 
cause the post war peaks in em- 
ployment and output were in re- 
sponse to war created abnormal 
demands which could not last for- 
ever. The readjustment from 
those levels could not have been 
entirely painless, nor could it 


To me, the important point is that 
the shift has not turned into a 
panicky thing, pyramiding itself 
almcst without end. Instead, it has 
peen, in the overall, both limited 
and orderly. 


No Serious Situation Likely This 


Year 
| True, the readjustment, al- 
theugh well advanced in some 


market | 


fields, has barely begun in others, 
and there is always the danger 
that the downturn may suddenly 
become more general and more 
rapid. Valid economic arguments 
on this score may well be made. 
In my opinion, however, it is quite 


|unlikely that anything serious will 


ping out merchandise to compete! 


in which 
less and 


with these inventories 
the materials costs are 
inventories 


those high-cost 


have the choice of taking cuts or! 


sending your own salesmen out to 
help the dealers move 
quickly before even lower 


ticn. Regardless of which of the 
two courses you choose, both you 
ana your distributors are 
to take a cut in margin on these 
high-cost inventories. Then 
a 
training both your factory and the 
retail salesman. I cannot imagine 
a better and more constructive 
job for the Institute than organiz- 


£01NZ | by businessmen in every stage of 


them | 
cost | 


| 


you | 
better job of | 


| ments 


| 


| month basis. 


happen, at least this year. I base 
this conclusion not on sentiment 
or wishful thinking, but on three 


ing out of the facts I have already 
laid before you. 


| 





| 
| 








*downturn,” and the preliminary 
April figures on retail trade do 
not indicate any falling off. 


As I pointed out earlier, sav- 
ings, already at record levels, in- 
creased still more during the early 
months of this year, although in- 
comes were falling. The rise in 
the savings rate indicates that, to 
a considerable extent, many con- 
sumers are doing exactly the same 
thing which producers are doing 
—waiting for prices to drop. This 
is « natural development in an 
economy such as ours, and unless 
it is carried to an extreme, which 
I consider to be unlikely, it is not 
unhealthy. 


Price Drops 


The natural question at this 
juncture—when and how prices 
will come down enough to bring 
back into the market consumers 
who are either reluctant or still 
price-out—leads me to the third 
point. Actually, prices have not 
been going down for an unduly 
long time, nor have they dropped 
very sharply. Until mid-Febru- 
ary—only three months ago—the 


i |basic economic considerations aris- | drep was virtually confined to 
they will go even lower. To clear | 
you | 


farm products and almost every 


At the risk of} thing else was holding steady or 


over-simplification, I shall state| moving up. Since then there has 


them briefly. 


The first of these is the inven- | preducts and food 


- Ss’! tory situation which I mentioned | great weakness in the prices of 
merchandise comes into competi- | 


been relative stability in the farm 
sectors and 


at the very beginning of this talk.| textiles and various metals. The 
One of the most important factors| wholesale prices of farm products 


in the picture today is the effort} 


menufacturing and trade to cut 
inventories to the lowest possible 
level and to reduce their commit- 
to virtually a hand-to- 
This is an entirely 
proper policy and quite healthy 
in terms of its longer-run effect. 


ing and carrying out a sound and | with production finally caught up 


aggressive sales training program. 


| 


to demand, lower prices were to 


Judging by the quality of sales-| pe expected, and careful buying 


marship I have seen in your retail 
outlets it’s badly needed, an 
would be a good investment. 

You are worried about the pro- 
ductivity of labor. I think that the 
greater selectivity of labor you 
cam now exercise will solve that 
preblem in two ways. First, you 
can choose the better trained 
workers. Secondly, the chosen 
workers will be more easily con- 
vinced that if they are to retain 
their jobs your company must be 
in a position to give the values 


is greater.| and prices which mean steady jobs 


and increased real wages. Even 


ure the cost of doing it, then do) some of the labor leaders will 


These are the | 


it aggressively. 
times when the fallacy of deter- 


admit the fact that regardless of 


| wages we can’t divide up more 


mining advertising and sales ap-| than we produce. Some manage- 
propriations on the basis of a flat) ments must also share with labor 


percentage of last year’s dollar | 4. 


sales causes red faces among man- 
agement. 


blame for wastes and inef- 
ficiencies that were condoned in 


Contrary to general assumptions, | the “40s but cannot be in the ‘50s. 





j 





pelicies were ihe intelligent order 
of the day. As a result, probably 
fewer firms are in an uncomfor- 
table inventory position than in 
any similar period of readjust- 
ment in recent economic history. 


Inventories Being Reduced 


This leads us to the second 
peint: the cutting of inventories 
and of commitments means that 
more goods are being sold than 
are being produced. Should this 
continue, a stage will be reached 
when there will have to be an 
increase in production simply to 
keep inventories up to the level 
necessary to maintain the current 
volume of sales. How soon this 
will have to be done in any par- 
ticular industry is, of course, prob- 
lematical. But the figures on con- 
sumer expenditures have been re- 


markably high right through this 


| 
| 


| 





in early May were about 15% be- 
low the peak reached in January 
a year ago. At that same time, the 
wholesale prices of nonfarm and 
nonfood commodities were about 
4% below their peak of last No- 
vember. 

In many industrial commodities, 
and in housing as well, price re- 
ductions so far have been largely 
nominal and not of the magnitude 
required to bring consumers into 
the market in the necessary large 
numbers. People who have waited 
thus far are willing to wait a 
while longer, even where they 
have the money. They have the 
needs; the question is largely one 
of price, since there is no real 
limit to the ability: of the Amer- 
ican market to consume all that 
we can produce. Are producers 
willing and able to turn out the 
goods wanted at the prices which 
buyers are willing and able to 
pay? For the short run, at least, 
the answer does not necessarily 
call for reductions in reasonable 
profits, although there are no 
coubt numercus instances where 
profits are too high; and certainly 
it does not call for reductions in 
wage and salary incomes. It calls 
primarily for a return to a tradi- 


tion which has been neglected in 
the past few years of appealing to 


mass markets by giving more 
value for the same or less money; 
it calls for improved efficiency, 
for elimination of the wasteful 
practices which grew up in the 
day of sellers’ markets, for greater 
emphasis in general on what we 
eall, for lack of a better word, 
productivity. Reports that come 
in to us indicate that such a trend 
is definitely under way. The price 
question I have posed constitutes 
a real challenge to American busi- 
ness and American labor. He who 
says it cannot be met unless we 
first go through the wringer does 
not, in my opinion, know the 
America of today. 

Thus far I have concentrated on 
the national picture. This I have 
done because no sector of the 
country is an independent entity 
unto itself. Neither prosperity nor 
recession recognizes state borders, 
Yet it is interesting and highly 
informative to see how the states 
in which we are particularly in- 
terested today fit into the national 
economic framework. 


The Southwest Situation 


From a population standpoint 
these states have scarcely shared 
in the general increase which has 
occurred in the country as a 
whole since 1940. Population in 
this region rose to 18% million in 
July, 1948, from 17.8 million in 
April, 1940, a gain of 2%%; the 


national increase amounted to 
11%. Kansas and Minnesota were 


the only states of the nine in this 
area to show an appreciable gain 
in population. On the basis of 
natural growth, this region should 
have had a much greater gain in 
population than it showed, but 
out-migration, particularly during 
the war, has been rather heavy. 
Per capita income in your re- 
gion has increased much more 
than in the country as a whole. 
Commerce Department estimates 
for 1940 and 1947 show that in the 
earlier year per capita income was 











below the national average in 
each of these states, ranging from 
a low of 44% of the national aver- 
age in Arkansas to nearly 49% 
in Minnesota and Missouri. In 
1947 the two Dakotas and Kansas 
were above the national average, 
and Arkansas, while still the low- 
est, had upped its ratio to 54%. 


These states are largely agri- 
cultural and accounted for almost 
a fourth of the national agricul- 
tural income, as against only 
1/26th of the total manufacturing 
payrolls. Manufacturing employ- 
ment, however, has risen more 
sharply in this region than in the 
country as a whole since 1940. 

One of the best and most cur- 
rent indicators of the economic 
health of your states is obtained 
from the unemployment figures. 
Continued claims under the State 


Unemployment Insurance program 





aggregated 114,000 in these nine 
states in mid-April, a rise of 65% 
as compared with the same period 
a year ago; for the country as a 
whole, the rise was 77%. Under 
the veterans’ program, continued 
claims totaled 55,324, a rise of 8%; 
for the country as a whole the 
rise amounted to 14%. Thus it 
appears that unemployment has 
not risen as sharply in your states 
as in the country as a whole. 


Morgan & Go. Admits 
Gar! L. Barnes 


LOS ANGELES, CALIF.—Mor- 
gan & Co., 634 South Spring 
Street, members of the Los An- 
geles Stock Exchange, have ad- 
mitted Carl L. Barnes, exchange 
member, to partnership, Partners 
in the firm are Emerson B. Mor- 
gan and Mr. Barnes. 


Butcher & Sherrerd Admit 

PHILADELPHIA, PA.—Butcher 
& Sherrerd, members of the New 
York and Philadelphia-Baltimore 
Stock Exchanges, will admit W. 
W. Keen Butcher to partnership 
on July 1. 
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Management's Contribution to High Level Economy 


(Continued from page 7) 


come to rest. If we would let them 
plan our affairs, no one would 
ever again have to reach for an 
aspirin. Horsefeathers! To be 
realistic we had better put aside 
the thought of eliminating cyclical 
swings through the omniscience of 
feather-bedded bureaucrats and 
devote our attention to the means 
of moderating them within the 
operetion of a free system. 

No one, of course, wants to re- 
peat the disastrous experience of 
the 1930’s for which government 
must share responsibility with 
business. However, there is much 
We can do—and some things we 
are already doing— which will 
mitigate the extreme swing. Espe- 
cially should attention be directed 
toward the psychological factors 
involved. One of our troubles is 
that the seeds of a depression are 
planted in the enthusiasms of a 
boom. There are some important 
Jessons of restraint to be learned 
for all of us—business, labor and 
government. 


years no one of these groups 
sought martyrdom in the cause of 
self discipline. 

Whatever may be in store for 
lus now, and excellent authorities 
remain moderately optimistic, we 
recognize a basic change in the 
economy. The consumer is being 
restored to his normal position in 
the market place. There, because 
of our wealth of production, he 
has a wide choice. Much of his 
spending is for needs the filling of 
which may be deferred. Under a 
democratic way of doing things it 
is fitting that he should have the 
last word. It is our credo that our 
citizens should express their will 
as to government through the 
ballot box. By the same token, 
they should have equal privileges 
in the market place as to their ex- 
penditures and mode of living. 
These two freedoms go hand in 
hard. 


What Management Can Do 


The assignment to me at this 
meeting has to do with what steps 
might be taken by management to 
protect against adverse develop- 
ments and assure a satisfactory 
jevel of prosperity. Such prob- 
lems, of course, vary with differ- 
ent industries and are particular 
to each company. There is no 
common panacea. I am reminded 
of a friend who had been an out- 
standing success in building up a 
large corporation. When asked 
how he managed to make money 
even in poor years he said, 
“Nothing secret or fancy about it. 
No matter how bad things look, I 
say to myself, my job is to keep 
on doing business one way or an- 
other. I do my best, take some 
chances and let the worriers 
worry and the despondent despair. 
I sleep nights and they don’t.” 

Of course, the most basic re- 
sponsibility of any management 
is to keep its company financial- 
ly healthy and vigorous. In pro- 
eeecing through uncertain times 
such as these, capital should not 
only be ample but even excessive 
as regards foreseeable needs. The 
prudent manager will allow for 
emergencies and will provide 
himself with enough funds so that 
if a depression should occur, he 
can preserve the essential ele- 
ments of his organization, fulfill 
his obilgations tc his labor force 
and customers and be prepared to 
take advantage of the opportuni- 
ties which have always character- 
ized periods of deflation. 


At this point in our postwar af- 
fairs we must be careful about 
debt. The management’ which 
would remain financially strong 
will not rely too heavily on cur- 
rent bank accommodations. Short- 
term loans should be reduced, ex- 
tenced into long-term obligations. 
or replaced with equity capital. 


The inflationary forces unleashed 
by World War II have left us on 


During the exhilar- | 
ating sleigh ride of the last two) 


We experienced a pleasing ad- 
venture in prosperity as long as 
goods were in short supply. But 
todey, with the buyer calling the 
signals in the market place, man- 
agement is in a tough spot. Our 


| basic objective changes from one 


| 
| 
| 


| 


of high volume production to one 
of lowered costs, better quality 
and improved distribution. 


Economy, First Consideration 
The first consideration, of 


course, is that of economy. We 
realize that our recent rich pros- 


perity has been somewhat akin to | 


a sailor’s holiday. The operation 
of many companies has been high, 
wide and handsome. Management 


has been extravagant and workers | 
indifferent. We need to eliminate | 


| frills, pull in our belts and try) 


harder. We should cease to justify | 


expenditures on the ground that 


under present tax rates the gov-| 
ernment pays almost half. That | 


is a reckless philosophy. Let us 
tighten up from the Old Man’s 





is simply asking for trouble and 
doing his country a dis-service. 

Pressure of declining volume 
should also stimuate management 
to activate research, design new 
products and promote new lines. 
In this connection it is important 
to find out accurately what the 
consumer is saying in the market 
place. I suspect that lack of buy- 
ing is not entirely a matter of 
high prices. Certainly there are 
questions of quality involved. 
Perhaps some of our customers 
are looking for postwar lines and 
not warmed-over prewar lines. 
There should be vigorous re- 
search both in the laboratory and 
on the selling front. 


Piant Rehabilitation and 
Modernization 


Thus if we could set up over 
a broad front a comprehensive 
movement for plant rehabilitation, 
modernization of equipment, more 
extensive research and the bring- 
ing out of new products, we would 


office right out to the watchman’s have a program of compensatory 


gate. 


| spending by businessmen within 


From experience we know that! the American system. It would be 


do. In many spots the machinery 
of distribution is out of date and 
creaking at the joints. A sellers’ 
market has permitted obsolescence 
to creep up on selling methods. 
Once again we have got to train 


salesmen of high order. Manage- | 
ment should back them up with| 


aggressive advertising and en- 
lightened pubiic relations. For 
some years now the role of the 


salesman has been played down as| 


we exalted that of the production 
man. 


year it is reaching out further to 
control and regulate our economy. 

Today if we posses any sense of 
reality at all we must see that 
an interest in determining govern- 
ment’s policies is a must for every 
intelligent business man. Our du- 
ties in this field are just as basic 
as paying taxes and maintaining 
reputable credit. From here on 
out unless we will measure up to 
these responsibilities, it won’t 


|matter a damn how well we run 


Let us restore him to his} 


rightful place and develop more} 


men 
Schwab, Patterson, Durant, Chrys- 
ler, and Paul Hoffman. 

It is possible that we have for- 
gotten some of the things prac- 
tised by those selling vizards. 
| They had a fine sense of working 
from the grass-roots up. Andy 
Carnegie peddled his own steel 
} prcducts and hung up many rec- 
ords for bringing back big orders. 
I understand that when a business 
recession set in, old John Patter- 
son, President of the National 
Cash Register Company, would 
pack up a battered valise and 
| take to the road. He would travel 
up and down the country, bolster- 
ing the moraie of his salesmen 
and learning at first hand the 


like McCormick, Carnegie, | 


such steps will be necessary if we|4 Powerful defense against an) 


are to revive buyer interest, slow | acute depression. 


the pace of recession and enable | To some the risk of doing these 


us to level off on a new but saner| things as business recedes may 


period of prosperity. Management| Seem great. To me the conse-| 


must now review the whole|@uences of not doing them are 


rocess of doing business from be- | €V¢m more dangerous. The plan- 
le to <a ining boys on the banks of the 





Among other things we should 
consider possibilities for 


By extending the scope of proces- 
sing or broadening distribution, 
overhead burdens may be re- 
duced and higher efficiencies ob- 
tained. This can be done by 
normal growth or by process of 
merger. Such steps in the past 
have characterized the American 
system. 


This is also an excellent time to 
lay out plans for bettering plant 
facilities. There are construction 
needs which have been postponed 
or made necessary by changing 
conditions. Management could 
now set these up as definite proj- 
ects to be activated as costs go 
down. 

Only the other day in this 
vicinity I talked with the Presi- 
dent of a large company who has 
adopted just such a program. He 


more | 


complete integration of operation. | 





is currently using several old- 
style six or eight story ware- 
houses located in congested city | 
districts. These will gradually be 
abandoned in favor of. new ones 
to be constructed of modern one- 
story design located on trunk 
highways in outlaying sections. 


Boom Years, Mean Lax Years 
Boom years inevitably mean 
lax years. As we emerge from 
them and face declining volume, | 
we are called upon to overhaul 
and repair the whole machinery 


| ganized 
| responsibilities 
| defined 
| American way of producing more | 


of production. We know for ex-| 


ample that some inventories have 
become unwieldy, unbalanced and 


in spots out of date. We should | 
proceed to cut away dead tissue. | 


Similarly we should 
weight behind more. effective 
production controls. We might 
start by reviewing the quality of 
supervisory personnel and _ the 
care used in laying out work. 
Particularly should we examine 
methods of material procurement 
and early processing in order to 
reduce wastage in later stages. 

_ Happily this science of produc- 
tion control is developing rapidly. 
We now have, for many functions, 
electronic devices which perform 
beyond human capacity. These are 
the times in which they should 
be applied wherever possible. 

Wise management will direct a 
critical eye toward the obsoles- 
cence factor in machine tools. In 
many cases what was good 
enough in a sellers’, market will 
not suffice under. conditions of 


put our 


| keen competition, A manufacturer | 


a high plateau of wage rates, today who hasn’t, the last w ; 
A . 94 Ca, 3 ord 
material costs and service charges.' in efficient and high speed tools 





| Potomac would give their nylon 


wishes of his customers. It was 
| definitely the hard way but it was 
|a good way. 

On the wider horizon there is 
|another thing of vital importance. 
|The managers of our business 
| system still have much to learn as 
| to what makes it tick. It has been 


shirts to proclaim that business | growing infinitely more complex. 


had failed in this respect. 

Similarly there is much that 
can be done in the field of labor 
relations that will tend to coun- | 
teract recessive trends or at least 
soften their impact. This is a 
broad subject and my time today 
permits only the briefest discus- 
sion. 

Of current interest is the at- 
tempt by some labor unions to se- 


Its workings have have been 
strangely altered by increasing 
governmental intervention. 

We need to understand more 
clearly what causes maladjust- 
ments and breakdowns. Most busi- 
ness men have been so occupied 
with running their own companies 


| that they have taken little time to 


study the broad problems of the 
economy and their own position 
in it. Opportunity for such study 





cure another round of wage in-| ji, offered by organizations like 


creases or their equivalent in 
other concessions. These should be 


| your own Sales Executive Clubs 
| which are doing an excellent job 


opposed. - cated of the present | throughout the country. We should 
attitude of buyers it would be) however have more activities sim- 


hard to think of anything more | 
likely to bring on trouble. 


We have also recently observed 
the desire of ambitious union of- | 
ficials to usurp some of the| 
functions of management. Such | 
tendencies are ill-timed and ill- 
founded. If business is headed for 
hard times, then more than ever 
should management have freedom 
of action and conversely be held | 
responsible for results. But, of 
course, the issue cuts more deeply | 
than that. Under our highly or- | 
methods of production, 
must be sharply 
that is the 





because 


goods for more people. Worker- 
managers and commissars have 
no place on this side of the At- 
lantic. 
Responsibilities to Labor 

In standing up for its own rights 
management must not forget that | 
it has growing responsibilities to 
labor. The public conscience in 
this respect is a developing thing 


and management must keep step. | 


ilar to this meeting here today— 
where men from both the busi- 
ness and academic fields get to- 
gether in common effort to learn 
more about our economy. 

In a period of declining business 
volume, work of this kind is 
doubly important. By a better un- 
derstanding o; the system as a 
whole, a given management will 
be more effective in 
sphere. 

A Service to Nation 


In taking steps to improve oper-|! 
ations and assure greater stabil-| 


itv of employment, business man- 
agement will be serving not only 
itself but the country as a whole. 
that 


selling, it carries on 


|our people a rising standard of 


| living. 


; | , . ° 
its OWN | The very nature of man himself is 








|By more efficient production and | 
| better 
| marvelous progression which over 
ithe years in America has yielded 


Our success was achieved | 


by an economy of declining costs} 


‘and growing markets. Nor must 
we ever forget that the pressure 
of lean years played an important 
part in this parade of accomplish- 


Today, for example, we are be-/| ment. 


ginning to witness once again the | 


Now I would like to take up 


intermittent lay-offs of workmen. |S0Orme matters in what might be 


In many cases these are unavoid- 
able. At other times their recur- 
rence can be limited by better 
programming and more careful 
scheduling of production 
sales. 

Of broader import is the matter 
of improved communications be- 
tween management and_ labor. 
This is still a field of great prom- 
ise for securing higher work-effi- 
ciency, reducing costs and stabil- 
izing employment. Efforts for a 
better understanding of mutual 
problems should be intensified as 
business declines. Time after time 
I have seen working men get all 
stewed-up over a complete mis- 
understanding of. fact or over 
fears that were groundless. 


| called the field of business states- 
|manship. Irrespective of how well 
| the affairs of a company may be 
| managed, it cannot succeed if the 


and | economic environment is unfavor- 


|able. Under today’s conditions the 
| atmosphere in which we conduct 
business is determined largely by 
l'acts of government. Thus concern 
with the shaping of government 
| policy is part of every business. 
| This is a new situation. In the 
| past we took good government for 
| granted. We assumed that like 
_ the oxygen in the air it would 
|always be there, and there wasn’t 
|much we needed to do about it. 
|No greater error could possibly 
/have been made. We are now 


hat w |reaping the whirlwind. Suddenly | fice their independence 
But it isn’t alone in the field of! we are faced with a government/altar of a politically 





our respective companies. Indif- 
ference will find us behind the 8- 
ball. 

What is to be done? AsI see it, 
the problem is dcoubie-headed. 
First to reawaken our people to 
the true nature of the American 
system. Many have never taken 
the trouble to understand it. Sec- 


'ondly, to pcint attention to those 


things which threaten it. Our ef- 
forts should be directed both to 
the neighborhood and the nation. 
This can be accomplished by man- 
agement working with its own 
employees and in its own com- 
munity as well as by lending sup- 
port to national organizations al- 
ready engaged in this work. 
Among th@ latter might be men- 
tioned the Committee for Econ- 
omic Development whose Chair- 
man, Walter Williams, you have 
heard today. 


Difficulties Cannot Be Minimized 


It would be folly to minimize 
cur difficulties. We face oppo- 
nents activated by a fanatical zeal. 
That’s bad but not the worst. Our 
most baffling problem is the wide- 
spread apathy of a rich and com- 
placent people. But even that 
should not deter us. Active mi- 
norities usually determine the 
course of events. It was so when 
we won our freedom. It was true 
when we adopted the Constitu- 
tion. It was so when we got rid 
of prchibition. What really counts 
is strength of conviction. 


Let us, therefore, pick up these 
new responsibilities with enthu- 
ciasm. What a cause we have! 
Let us recall to our people that 
it was freedom for individual in- 
itiative which opened the riches 
of their continent. Let us make 
clear that it was thrift and the in- 
vestment of savings which con-~ 
stantly provided more efficient 
tools. Let us make clear that only 
through the use of better tools 
did we raise our standard of liv- 
ing. 

Let us make plain that profit- 


'making is an honorable institu- 
ition. It is so for basic reasons. 


to wish to improve his lot. Yet 
success in this does not rest alone 
with the individual. Under our 
free competitive system, profits 
are awarded in a democratic way, 
by the peonie themselves in the 
market place. Thus is the motive 
of self interest turned to common 
account. Moreover, profits are not 


like a miser’s gold. Thev are in 
turn productive through expend- 
iture for goods or reinvestment as 


capital. 

Let us tell the story of Ameri- 
can freedom and the part that 
business men vlayed in its estab- 
lishment. How we conceived an 
orcer designed to give every man 
a chance. How each citizen is free 
to work where he pleases, discuss 
what he pleases, vote as he pleases 
and worship the God of his choice. 
How in this country government 
is the servant of the people and 
not their master. 

In all, this has been a success- 
ful system. On its record it is the 
finest economic and political or- 
ganism ever fashioned ‘by a: great 
nation. Yet today there are many 
who would destroy it. 


Worshiping False Gods 

Our danger arises from the. wor- 
ship of false gods. Some people 
see government itself as an om- 
nipctent creatcr of wealth. Others 
pursue the credo that as to them- 
selves something can be gotten for 
nothing. Still others would sacri 

at the 
inspired 


production that we have a job to,;of mastodonic proportions. Each| phantom cailed security. In the 
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eggregate and as currently prac-! 


TVA type. 


It seems to me we! was because of his high sense of | The whole fabric of our freedoms 


ticed, this is a philosophy of pa-}should join with the electric in-/| public service. 


P | 
ternalism. 


dustry in their position. Its mem-| 


What it results in is a constant! bers affirm that it is OK for the| his qualities if we would allow 


growth of Federal power, 


the free enterprise system. 
new activity of government 


and| government to undertake flood! his 


considered justified if it serves al-| enterprise in the power industry | not be a fitting memorial if there 


most any social purpose or politi- 
cally appeases some self-seeking | 
pressure group. 

When one takes time out to ap- 
praise this trend and measure its 
nearby implications one feels 
very much like the little girl in 
London during the Blitz. At her 
evening prayers she asked God to 
protect her mother and daddy as 
well as her brother and sister. 
Then she wound up with “And 
also dear God take good care of 
yourself—cause if anything hap- 
pens to you we’re sunk.” 

The baffling enigma in this 
movement is that the fundamental 
issue is constantly overlooked. No 
cone rises to aquestion what effect 
the sum total of these added func- 
tions of concentrated Federal 
power may have upon our free 
enterprise system and the con- 
tinuance of individual liberty. 

But such things are at stake. It 
is imperative that we bring the 
basic issue out into the open. The 
call is for courageous and con- 
structive leadership to fight for 
the American system. To my mind 
this is today the most important 
responsibility devolving upon the 
shoulders of business manage- 
rnent. 

The task is not a light one. We 
are losing today because high 
taxes and ambitious Federal pa- 
ternalism are encroaching upon 
our freedoms first in one spot and 
then in another. It is a process 
of attrition. Our only possible 
remedy is to establish some com- 
mon line of defense. To para- 
phrase Ben Franklin, “If we don’t 
stick together we'll be stuck sep- 
arately.” 

We should clarify in our minds 
the principles which we think are 
essential to our liberties. We 
should have some common under- 
standing of the areas in which we 
believe it legitimate for govern- 





ment to operate. We should 
sharply define those in which it 
isn’t. These things are called for 
now because tnis is the first time 
since our colonial forebears bat- 
tled an absentee authoritarian 
Parliament in London that our 
liberties have been threatened by 


government itself. 
I realize that this idea of es-! 
tablishing a common line of de- 


fense sounds both ambitious and 
difficult. But for the life of me, 
I don’t see how we can avoid such 
effort. 

As a matter of fact, the adop- 
tion of some general principles to 
govern our action may not be as 
complicated as would appear. In 
the first place, I believe we can 
al! agree that any further increase 
in the Federal tax burden defin- 
itely menaces the functioning of 
our system. Consequently each 
proposal for added governmental 
action should be rigidly scrutin- 
ized and its tax cost widely pub- 
licized. 

We can also affirm that the most 
responsive government is local 
government. We should, there- 
fore, defend it against Federal en- 
croachment and insist that there 
be left to local administration the 
functions which are local in appli- 
cation—especial]y education, med- 
icine and hospitalization. 


Government Should Not Compete 
With Its Citizens 
Similarly we can endorse the} 
principle that government should | 
not compete with its citizens in|! 
producing goods and _ services. | 
President Truman’s recent threat 
to inject government into steel | 
production was an alarming thing. | 
It showed that even in high places | 
there are those who do not under-! 
stend the workings of our free! 
system. This same general prin-} 
ciple is involved in governmental! | 
plans for huge new projects of the | 





the matter of generating and dis- 
tributing the power incidental to 
these projects. 

While we recognize the neces- 
sity of governmental regulation 


in many fields, we should insist | 


that it remain regulation and not 
assume responsibilities of man- 
agement. Moreover, 
declare that to preserve a healthy 
economy under our profit system, 
adequate, even liberal, earnings 
are essential. 

These are but a few tentative 
suggestions. Are they not how- 
ever sufficient to indicate that we 
can evolve a code of general prin- 
ciples to enable us to form a com- 
mon line of defense? 

But management’s responsibility 
does not end here. We need more 
businessmen in public life. I was 
talking recently with the head of 
a large corporation who for one 
reason or another has been com- 
pelled to devote almost half his 
time to negotiations with regula- 
tery commissions. He said “The 
trouble is not so much with our 
laws as in their administration. 
Because of heavy work burdens, 
what is happening is that policy 
decisions are being made down 
the line by inexperienced doc- 
trinaire juniors.” 

Our attitudes in this respect 
must be modernized. We live in 


a new age. Not long ago a friend | 
of mine was asked by the Presi- | 
dent to suggest some businessmen | 


for responsible jobs in Washing- 


ton. These were not cabinet posi- | 
tions but they were close to it) 
and involved posts of vital impor- | 


tance to the satisfactory function- 


ing of our economy. But execu- | 


tive after executive begged off. 
It was a case of “Let George do 
it.” To my mind a continued 
shirking of such responsibilities 
will constitute an act of bank- 
ruptcy on our part. 

This problem can be viewed 
in two ways. There will be busi- 
nessmen so sincerely imbued with 


the importance of service that 
they will be willing to make a 
career of it. Of such, happily 


there is a growing number. 

For most of us it would be a 
matter of dedicating a few years 
time. During the shooting war we 
were able to supply an army of 
business executives for a period 
of work in government. They took 
positions both high and low. They 
labored at times on interesting 
and important problems, but more 
often on matters of dreary rou- 
tine. They worked unselfishly for 
the common good. Why can’t we 
do the same thing in years of 
peace? 

The need is not just for top- 
level executives whose activities 
will make the front pages of the 
press. There are many spots in 
government where younger, sec- 
ond-echelon men could make con- 
tributions invaluable to better 
public administration and im- 
proved relations between business 
and government. It should be 
possible for management to work 
things out so that they be given 


leaves of absence from their regu- | 


lar jobs. 


This is no call for softies or | 
those looking for an easy way of | 


life. Work in government is try- 


ing, be it on the Federal or local | 


level. It is frequently bogged 
down in excessive bureaucracy. It 


may be severely frustrating by | 


reason of petty politics. But if we 
are to preserve the American way 


of doing things it is essential that | 


more undertake it. 

Our minds cannot dwell on this 
subject without thinking of the 
fate of Jim Forrestal. His was a 
distinguished career. It was sig- 
nificant not by reason of success 
as a businessman, or because he 
was a great Secretary of the Navy 


during World War II. Rather it|v 


we should | 


|could be started a Forrestal 
| Foundation dedicated to the pur- 
| pose of activating among business- 
| men a higher sense of public serv- 
| ice and of enlisting in his name 
more recruits for governmental 
duty? 


Faced With Stern Realities 


Frankly we are face to face 
with some pretty stern realities. 
These are indeed critical times. 


It would be poor recognition of | from the intrusion at home of an 


| disaster to discourage us. | 
step-by-step encroachment upon|cortrol and irrigation, provided! Rather it should serve as an in-| 
Each! we can stand the tax burden. We} spiration. He gave his life to a 
is| should, however, leave to private | cause which was ours. Would it 


is under threat from abroad and 


alien philosophy. No one is better 
qualified to define the issue than 
another distinguished public 
servant, General Lucius D. Clay. 
Upon his recent return to these 
shores he declared: 

“To have seen the forces of evil 
at first hand makes you realize 
/}anew the wonderful inheritance 
|'that is ours in this land. I am 
| sure that there is only one basic, 
fundamental thing that man can- 
not do without—and that is free- 
dom. In our effort to improve our 
system, to raise the standard of 
| living for everyone quickly, let 
| us not lose this one fundamental 
' by default.” 








Wage Policy 





| (Continued from page 11) 


|alveady clearly noticeable. Only 
later, at the bottom of the depres- 
| sicn, they consented to extensive 
| wage reductions, then entirely 
| useless in view of the very de- 
flationary price policy of the 
Bruning government. 

In France the arguments of the 
| purchasing power theory were of- 
ficially accepted by Leon Blum 
‘and his government before the 
|last war. Wages were at that time 
reised in an already clearly de- 
flationary environment. This was, 
in my opinicn, one of the chief 
reasons for the economic chaos 
which characterized the prewar 
Blum era. 

But what was the position of 
economic science? One is entitled 
to state that at that time in Europe 
the purchasing power theory was 
considered fundamentally wrong 
Ly an overwhelming majority of 
scholars. The first to warn against 
its fallacies was the late Professor 
Gustav Cassel in an article which 
appeared in 1927 and _ which 
arcused great interest all over the 
| world. This article, “Selbstkritik! 
Die 
Arbeitslosenpolitik” 
cisrn! the Senselessness of the 
German Unemployment Policy), 
explained how senseless it was to 
keep the wages of the employed 
high and to nay subsidies out of 
the income of the employed to the 
unemployed, instead of letting the 





whole population work at adjusted | 


wage rates. 
But the warning was not con- 
fined to orthodox economists. 


Professor Emil Lederer, a mem- 
ber of the Unabhanige Socialdem- 
okratische Partei, who surely can- 
not be suspected of having been 
inimical to labor, in his book, 
“Eine Untersuchung ueber die 
Armut der Nationen” (An Enquiry 


Into the Poverty of Nations), 1927, | 


says with reference to the effect 


ot economically non-adjusted wage | 
the | 


rates: “A sharp decline of 
economy will be the consequence. 
The unemployment 
capnot be paid any longer and 
the artificiaily erected wage sys- 


tem must collapse inevitably. A) 


valorization of labor — what this 
policy would mean — is just 
not possible for the long run.” 


Hansen Pre-Hansen 


And as td scientific opinion out- | 


side Europe, I may be allowed to 


quote a few sentences of Professor | 


Alvin Hansen, obviously written 
before he became a Hansenian: 
“It is therefore not surprising 
that the theory should become 
wiaespread that higher wages are 
the cure for the restricted market 


last decade. This theory is ac- 
cepted, one might almost say, by 
nearly every one in the United 
States, not only by trade union 


nessmen, politicians and journal- 
istic economists. 
depression leaders of 
public opinion in all 


American 
walks oi 


life were constantly urging: that) 


the surest basts for a revival of 


prosperity was a ‘maintenance’ of | 
increase in' 


even an 


TRS c rc > 
This state of 


wages or 


ges. affairs’ inci- 


Sinnlosizkeit der deutschen | 
(Self - criti- | 


allowances | 


and declining price level of the| 


leaders but also by leading busi- | 


During the 1930 | 


in Recessions 


cates a confusion of thought for 
which, it must be admitted, pro- 
fessional economists are in part 
to blame.” 

“We shall not succeed in solv- 
ing the depression through the 
soothing and agreeable device of 
inflation. We shall come out of 
it only through hard work, and 
readjustments that are painful. 
There is no other alternative.” 

If the downward adjustment of 
wages was opposed in the last 
depression in spite of a warning 
by economic science, resistance 
against adjustments will hardly be 
weaker now that economists too 
adhere so overwhelming to pur- 
chasing power theory. In the last 
analysis, Keynes wrote his Gen- 
eral Theory in order to find a 
way out of a situation which 
semed to him hopeless if attached 
in a traditional way. He felt that 
wages must ke lowered in and 
after a depression, but he advised 
lowering them in real terms be- 
cause it seemed no longer possible 
to lower them in money terms. 
He has, as I once said, transformed 
the evil of a rigid wage system 
into the virtue of an inflationary 
employment theory. But by doing 








this and conceding that wages are 
unadjustable downwards he has, 


of course, rendered them even less 
assert. | events—low gross, low net, and 


adjustable than they already were. 


| 
The Power of Theories 


It is a well known sociological | 
phenomenon that theories, even | 
basically incorrect, if once ac-| 
cepted. can turn into an indepen-| 


dent power which leads to the ef-| 
fect to which the original facts | 
es such would never have led— | 
thus seemingly proving the cor-| 
rectness of the original theory. | 
The classic example for such an 
affect of a theory is Karl Marx’s 
“Klessenkamp!” conception (class 
struggle) which caused the devel- 
opment of class - consciousness 
rather than vice versa. 

Perhaps we have to acquiesce in 
the fact that money wages have 
become unadjustable downwards 
ana even have a tendency to in- 
crease during depressions—tragi- 
cally not the least through the 
influence of a dectrine designed 
to protect the economy against 
'such rigidities. But before ac- 
quiescing we should consider what 
an economy will look like which 
|has again and again to be pulled 
out of a deflationary situation by 
government spending. Such an 
|economy must necessarily under- 
go fundamental changes in its so- 
'cial structure. In, the long run, 
government deficit spending leads 
necessarily to a progressive social- 
ization of enterprises. Taxation 
hes, from a certain point on, to 
| be increased in order that govern- 
ment spending does not ruin the 
‘currency and credit of the coun- 
try. Through this more and more 
enterprises become unprofitable so 
that the government must again 
replace them in their function of 
providing employment. 

It is béyond the scope of this 
paper to’examine whether the de- 
velopmerit which leads from eco- 
homic rigidities to ever more Zgov- 
spending and from 








ernmental 


there to Socialism, is inevitable. 
Undoubtedly other alternatives 
exist. One is to urge the regula— 
tion of the whole economic process 
by the government, based on the 
idea that it is better to have all 
factors fixed according to a uni- 
fied and centralized plan than as 
a result of the struggle of different 
pressure groups. This is how a 
Fascist economy works. 

The other possibility is to put 
the economic iaws to work again 
and in that way to rebuild a free 
economy. I personally hope that 
this way is still open. 


Milwaukee Bond Club 
Outing Program 


MILWAUKEE, WIS.—The Mil- 
waukee Bond Club will hold its 
annual field day and picnic on 
Friday, June 17 at the Oconomo- 
woc Country Club and Oconome- 
woc Lake Club. Highlights of the 
day will include baseball, gol, 
tennis, cards, horseshoe pitching, 
special events, luncheon and 
dinner. 


Members of the baseball com- 
mittee are Henry F. W. Furlong, 
First National Bank of Wau- 
watosa, and Erwin G. Schleiger, 
Central Republic Co., Co-Chair— 
men; Fred Cloyes, Cruttenden & 
Co., Captain of the Guest Team; 
Charles W. Brew, C. W. Brew & 
Co., Captain of the Milwaukee 
Team; Tom Larkin, Umpire; and 
Paul M. Binzel, Scorekeeper. 


Events in the Golf Tournament 
will be Individual Championship, 
low gross, for the First Wisconsin 
National Bank Cup; Team Cham- 
pionship (two-man team) low 
Gross, for the Puelicher Cup; 
Team Championship (two-man 
team) low net—Ames, Emerich & 
Co. cup; Special Handicap (1-15 
inclusive) for H. V. Byllesby & 
Co. Cup; Special Handicap (16-30 
inclusive) for E. J. Furlong Cup; 
Special Handicap (31-45 inclusive) 
Western Banker Cup. Prizes for 
these events are open to members 
of the Milwaukee:Bond Club only. 
Also scheduled will be blind 
bogey (75090) for Wisconsin Elec- 
tric Power Co. Cup; special guest 


high gross; putting (least number 
of putts) for the Laas Cup; and 
Milwaukee - Chicago Champion- 
ship, four man team, for Fuller, 
Cruttenden & Co. Cup. 

Members of the Golf Commit- 
tee are Clarence A. Bickel, Robert 
W. Baird & Co., W. Lloyd See- 
ord, the Milwaukee Co., Matthew 
H. Pahle, A. C. Allyn & Co., Co- 
Chairmen. 


Other Committees are Horsehoe 
Pitching—John A. Talbott, A. C. 
Best & Co., Chairman; Cards, Ed- 
ward D. Levy, Straus & Blosser, 
Bridge, and John A. Toennessen, 
John A. Toennessen & Co., Sheeps- 
head; Tennis, Richard J. Murphy, 
Merrill Lynch, Pierce, Fenner & 
Beane. Ralph Rada, Paine, Web- 
ber, Jackson & Curtis, and Lester 
B. McElhiney, Loewi & Co., are in 
charge of a special event, William 
C. Davis, A. G. Becker & Co., and 
John P. Lewis, J. P. Lewis & Co., 
arranged prizes; entertainment is 
in charge of Wilbur G. Bingham, 
Bingham, Sheldon Co. and Walter 
O. Berge, Walter O. Berge & Co. 
Charles W. Gerlach, Charles Ger- 
lach & Co., is General Chairman. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

Transfer of the Exchange 
membership of Edward L. Nes- 
bitt to Seymour Levien will be 





‘considered by the Exchange on 
| June 23. 


Homer W. Orvis will retire from 
partnership in Orvis Bros: & Co. 
June 30. ' 

Thomas Henderson, partner in 
Betts, Borland -& Co., died om 


so J 


June 7. 
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Circumvention 


(Continued from page 3) 
the right of trial by jury is given up, or by the signing of 
waivers in advance of testifying before a grand jury. 

However, to interpret these precious rights away by 
failing to realize that membership in the NASD, far from 
being voluntary is a form of duress, constitutes serious error 
and, in our view, Judge Morris in predicating his opinion on 
NASD membership completely missed the mark. 

What does the SEC itself say on the nature of NASD 
membership? We quote from its Release No. 3700 wherein 
in a Review of Disciplinary Action before the NASD it inter- 
preted part of the Maloney Act as follows: 

‘“ .. the policy behind this section (Section 15A (b) 
(7) of the Maloney Act) was directly linked with one of 


the key provisions of the amendment designed to apvly| 


especially in public distributions of securities. This is Sec- 
tion 15A (i), which was placed in the Act to afford an 
economic incentive for securities dealers to join a regis-| 
tered securities association, and to make the denial of 
membership or the expulsion of members an effective 
sanction. That section provides in part: 


“*(1) The rules of a registered securities association 
may provide that no member thereof shall deal with any 
nonmember broker or dealer (as defined in paragraph (2) 
of this subsection) except at the same prices, for the same 
commissions or fees, and on the same terms and conditions 
as are by such member accorded to the general public.’ 

“As a result of this section it is virtually impossible 
for a dealer who is not a member of the NASD to partici- 
pate in a distribution of important size. Indeed, the ruies 
of the NASD under the above statutory authority not only 
prohibit members from dealing with nonmember brokers 
and dealers as above provided, but also forbid members to; 
‘join with any nonmember broker or dealer in any syndi-' 
cate or group ccentemplating the distribution to the public 
of any issue of securities or part thereof. ... Since the 
major underwriting firms of the country are members of 
the NASD, nonmember firms are practically excluded 
from participating in this type of business.” 

Clearly then, as established by SEC analysis and inter- 
pretation, joining the NASD is not an act of volition but a 
matter of compelling bread and butter necessity. 


We wonder whether the instant NASD procedure has 
not been suggested or perhaps dictated by the SEC. None 
will tell. Of course there must have been interlocking con- 
ferences and no doubt there are memoranda of these 
en camera meetings which will never be disclosed to the 
public. 

Can there be any doubt that if the NASD is successful, | 
the SEC will immediately come into possession of the infor-| 
mation which by all the latter’s deviousness it has failed to 
obtain because thwarted by the courts. The NASD would be | 
a mere channel, and its partner the SEC would achieve by | 
indirection what the courts had restrained it from doing 
directly. | 


In the private dispute between Otis & Co. and Kaiser- | 
Frazer we take neither part nor side. The administrative off | 
shoots continue to be disturbingly intriguing. We do feel that | 
Otis & Co. vis a vis the SEC and the NASD in its own fight: 
is also in the position to take up the cudgels for the securities. 
industry as a whole, and to create significant precedents de- 
fining and delimiting the powers of the policing bodies. | 


April Personal Incomes Downward 


Department of Commerce reports $900 million loss from March 
level, the fourth consecutive monthly drop. 


Personal income of the American people declined for the fourth 
straight month in April, dropping $909,000,000 below the March level, 
according to the Commerce Department report issued on June 9. On 
an annual rate basis, the income is stated at $213.7 billion, or 2.5% 
above the figure for April of last year. Though the national income | 


is estimated by the Commerce Department to still be in excess of last | 
year by a slight margin, the steady decline in recent months is dis-| 
turbing to the Treasury Department, which depends on income taxes 


as the major source of government revenues. 











The Outlook—Not Another 1929 


(Continued from page 6) 
boomed the boom and helped pave 
the way for contraction. 

Within the past few months, 


icies, lending and guaranteeing, 
subsidies, and a host of others. To 
|'do as poor a job as it has done, 
le , ic 
after nearly everyone else be- | 2nd then to try to advise and 
clink: Gotutinded sok ‘otlation is | guide the private economy also— 
over, the President reiterated a — a 
comprehensive anti-inflation pro- | ypocrisy. 
gram, and promoted the peenee- | Not Another 1929 
inflation-control bill (H.R. 2753). | Unless we permit hysteria or 
—? fed won before the = _panic to overtake us it seems hard 
egw: He, Ree: Saey "qe. | 0 pelieve that we are in for an- 
pearson: gaan: h the a tapes ©-\other 1929. At that time our 
manded authority to promote or] banking system was highly, vul- 
“ . A , |'nerable. The contractive forces in 
of the Council of Economic Ad-| the space of three or four years 
destroyed nearly half of our 


| visers cried out for more controls | 

|while one member called it dis- | mcney supply—bank deposits de- 

inflation. Currently the govern-| qjjjeq from some $22 billion to 

| ment is reinvigorating its Savings $14 billion. 

Bond program at the time when} pave peen shrinking at a sub- 

the public is already disposed tO) ctantial rate, the banking system 

save more than is currently being| .; 2 whole is by no means as vul- 

invested. The Federal Reserve) nerable as in the 1930s. Further- 
more deposits are insured to the 


Banks have been recognizing the 


, penditures, money and credit pol-,sum of their adjustm 


smacks too much of 


While bank deposits | 


‘ nents is de- 
| pression. 
| Have we reason to be afraid of 
| such an epidemic? Recently an 
| economic advisory service opened 
| with these words: “Don’t invest in 
anything now! Hold onto every 
| dollar you have.” 

If enough people thus hoard 
| their dollar income, their action 
| will force depression. The Amer- 
ican people are entitled to some- 
thing better than such self-de- 
feating advice. 

Readjustments in our economy 
are more numerous and more pro- 
nounced than they have been in 
the past several years. This is to 
be expected and welcomed. 

Just as a war economy is un- 
fitted for peacetime, so an imme- 
diate postwar economy is under 
constant pressure for readjust- 
ment. The most intense demands 
tend to get prior attention. This 








| the largest 


existence of deflationary forces— 
even while other arms of the gov- 
ernment have _ been 
“more inflation.” To this day, the 
Administration calls for a tax in- 


crease, while every free economist | with 1929. Mortgage debt is to a| 


will tell you that such a move 
would be disinflationary. 

It would be much more pleasing 
to be able to report that the gov- 
ernment had the knowledge, wis- 
dom and courage to adopt 
appropriate policies for periods 
of inflation and for periods of 
deflation. 
ment has the key responsibility 
for the boom-bust sequence. 


The individual business is not 


whistling | 


Certainly the govern-| 


large enough or powerful enough | 


to make or break our economy. 
The same cannot be said of the 
government. Government is our 
“biggest industry,” absorbing some 


| $60 billion of our income, 25c out 


of every dollar. What these big 
revenue collectors and revenue 
spenders do can come close to 
governing the level of economic 
activity. Today we find our Fed- 


eral government in a_ position 
where it is the largest electric 
power producer in the country, 


landlord, the largest 
tenant, the largest holder of land. 
the largest money lender, the 
largest creditor and debtor, the 
largest owner of grain, the largest 
warehouseman, the largest  in- 


point where mass withdrawals are 
unlikely. 

Private debt is relatively low— 
relative to general level of eco- 
nemic activity now as compared 


pressure tends to raise prices and 
increase output. To some extent, 
this is healthy but when readjust- 
ment is called for, it should be 
| welcomed and not resisted. 
One of the most powerful 
large degree on an amortized! weapons against depression in the 
basis so that perhaps half of our| hands of the businessman is his 
homes are completely debt-free | willingness and capacity to adapt 
and the owners oi the other half; his business and his product to 
have built up substantial equities | these changing conditions. 
except perhaps in the case of; Every business, just before its 
those most recently purchased or | markets begin to soften, should do 
contracted. In any case, whole- | everything within its power to re- 
sale foreclosures of homes andj} adept its products, to change the 
farms are not probable. | product-mix, to re-adjust prices so 
The liquid assets in the hands'that markets are constantly 
vf individuals, businessmen, and | Cleared without the reduction of 
farmers should greatly reduce the| production. To cut sales and ad- 
striving for liquidity, even though | vertising outlays at such times is 
economic activity slows down fur- | a customary but frequentiy mis- 
ther. taken policy; it is the “easy” way 
In the 1930s we had little in the | OUt Just because other costs won’t 


way of so-called “built in secur-| 8‘V€ SO readily. 


ity.’ Today we have a reasonably| ,L@bor, too, must not resist 
comprehensive system of unem-| change and must expect some snift 
ployment insurance and old-age|t? Other jops and must avoid 
'security so that at least destitu-|CV€!Pricing its services if wage 
tion will not face the bulk of our | "come 1s to ve continuous. — 

people. While it is hard to be-| Small piecemeal shifts with a 
lieve that artificial agricultural|CO™St@nt improvement of the 


surance agency, the largest ship | 


owner, the largest truck fleet op- 
erator. All this makes it also the 
largest employer, the largest 
writer of memoranda, the largest 


issuer of directives and orders, the | 


largest buyer of paper including 
typewriter paper, the largest this, 
that and the other, on and on. 
When government acts wisely it 
helps the whole economy; when 
it makes a mistake, its likely to be 
a big one, and one of far-reaching 
importance. 

If the government conducted its 
own affairs in an anticyclical 
fashion, it would have plenty to 
do, without spilling over into the 
private economy to tell the private 
sector what to do to prevent 
boom -bust. 

These matters are mentioned 
because if we move into a period 
of reduced activity, persistent de- 
mands will be made to have gov- 
ernment move in. . 

Government is composed of men 
who are no wiser and no more 
public-spirited than others. Gov- 
ernment will need the soundest 
advice it can get and it behooves 
us all to study these problems so 
that we can enter the next serious 


'downturn, should one come, with 


a consistent and effective anti- 
deflation program which will de- 
liver results and in conformity 
with our historic conceptions of 
freedom and individual enterprise. 

But it cannot be overemphasized 
that the greatest single contribu- 
tion which the government can 
make to the boom-bust problem 
is to stop booming 


excessive | 





| discouraged. 


support prices will guarantee con- | procuct _ 9 Sages: 66 
tinuity of economic activity, the | iiced | a gel BT Genel 7 pue~ 
mere knowledge that farm prices | serena og: Pode wage 
will not sink through the flocr ; para Pe a ot ait -aneake 7... 
} c > 7 e . -4 , 1} OG:ts ly is Ss £ ‘ec r - ag 
ee ee wg egies 3 0 | ting. This, in turn, may encour- 
one price. It does provide psycho- | age undue caution and delay with 
logical protection against panic. fF —_ of buying cheaper and 

The rigidity of wage rates on) staal 


the down side and the threat of | More Investment Needed 
a fourth round of wage increases | 


a - a< the © | A continuing rate of investment 
hoids out the possibility of re-| equal to current savings is the key 
duced payroll income. Maintain-|t9 sustained prosperity. As busi- 
ing wage rates may be the best| ness expansion and improvement 
insurance for destroying payroll | plans approach completion, the 
income, a point which the labor | corporation should, so far as prac- 
leader and labor politician seem | tical, pay out its earnings in the 
incapable of grasping. Such vol-| form of dividends or pay off debt. 
untary unemployment should be | Hoarding income, a_ seemingly 
| precautionary measure for a sin- 

Thus, with the exception of the| gle business, is a powerful defla- 
wage and labor probiem, and a|/tionary force when _ generally 
bedly fouled up foreign situation, | practised. 
we appear to be in a stronger| Both in the durable and non- 
protective position than we were} durable goods industries there are 
in 1929. still very substantial potential 

Furthermore, businessmen have | ¢¢mands. Once price-quality ad- 

learned a great deal about the |Justments have been made, a good 
nature of the business cycle. eee is still in prospect for most 
| items. 
In general, farmers, urban con- 
|sumers, business and financial in- 
stitutions are in a strong liquid 
position. 

The entire world is goods and 
capital-hungry. With world re- 
covery going forward, albeit slow- 
ly, the opportunities for capital 
investment outlets are enormous. 

The vacancy rates both in com- 
mercial buildings and in rental 
housing are still substantially sub- 
normal. Every city should re- 
examine its building code with a 
view to adopting performance 
standards rather than specifying 
specific materials. All monopolis- 
tic and make-work factors in the 
code or in the union contracts 
should be exposed through impar- 
tial government bodies and by 


Prospect for Prosperity 


Unless businessmen are need- 
lessly going to stimulate deflation, 
it is vitally imperative that each 
business recognize and avoid cer- 
tain threatening pitfalls. 


Suppose, as an individual busi- 
nessman, you adjust your inven- 
tcries, production schedules, and 
plant maintenance or improve- 
ment plans to an imminent bust 
—which does not materialize. The 
harm done, in opportunities mis- 
takenly sacrificed, is mainly to 
yourself and your associates. 

Is it possible, however, that 
with the same underlying condi- 
tions as in this case, enough in- 
dividual businessmen can _ be 
caught up in an epidemic of the 


| booms and deepening and pro-|same kind of pessimistic planning? 
| longing the deflation—through its If enough businessmen go in for 
.own operations — taxation, ex-| deep depression adjustments, the 





newspaper writers. 
Businessmen and labor leaders 
ought to be the first to insist that 
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the consumer get full value for his 
construction dollar. Such a pro- 
gram could do a great deal to 
keep the construction industry go-| 
ing for many years. 

! 
| 


Businessman’s Opportunity 


In short. the choice is not be-| 
tween walking blindfolded and_| 
jumping off lest you might fall. | 
Piling up useless reserve funds 
and -hcearding incoming: dollars is | 
the sure way to stop the dollars| 
from coming in. 


There are positive progressive | 
steps which each businessman can | 
take. The opportunities for great- | 
er stability exist. It is the respon-| 
sibility of the businessman to ex- 
plore the economic and the mar- 
ket landscape. | 


This is his opportunity to 
strengthen the foundations for his| 
own enterprise, as well as the) 
foundations for our democratic in- 
stitutions and way of life. 


Conctusion 


If it were not for “problems” 
Wwe would not have meetings like 
this today. Concentrating too se- 
riously and too exclusively on 
“problems.” however, can make us 
melancholy, drive us to drink or 
€ven worse. 


This helps explain the healthy | 
dose of “fun” which usually ac- 
companies conventions and con-| 
ferences. | 


Lest we get too melancholy let | 
me quote from the preface of H. 
L. Mencken’s new book (“A Men-| 
cken Chrestomathy’”’): | 


“Those who explore the ensuing | 
pages wili find them marked by a 
certain ribaldry, even when they 
discuss topics commonly regarded | 
as grave. I do not apologize for) 
this, for life in the Republic has 
always seemed to me far more 
eomic than serious. We live in a 
land of abounding quackeries, and 
if we do not learn how to laugh 
we succumb to the melancholy 
disease which afflicts the race of | 
viewers-with-alarm. I have had) 
too good a time of it in this world 
to go down that chute. I have wit- 
nessed, in my day, the discovery, 
enthronement and subsequent col-| 
lapse of a vast army of uplifters| 
and world-savers, and am firmly | 
eonvinced that all of them were. 
mountebanks. We produce such| 
mc+*ntebanks in greater number | 
than any other country, and they) 
elimb to heights seldom equaled | 
elsewhere. Nevertheless, we sur-| 
vive, and not only survive but also | 
flourish. In no other country | 
known to me is life as safe and| 
agreeable, taking one day with) 
another, as it is in these States. 
Even in a great depression few, if. 
any, starve, and even in a great 
war the number who suffer by it 
is vastly surpassed by the num- 
ber who fatten on it and enjoy it. 
Thus my view of my country is 
predominantly tolerant and ami- 
able. I do not believe in democ- 
racy, but I am perfectly willing to 
admit that it provides the only 
really amusing form of govern- 
ment ever endured by mankind.” 


If the outlook and discussion 
gets too gloomy or too ponderous | 
today, let us try to maintain the 
optimism of Mencken, the pessim-| 
ist! 


| 
| 





Tyler & Mangum Join Staff | 


Of Noble, Tulk & Co. 


* . (Special to THe FINanctat CHRONICLE) 


LOS ANGELES, CAL.—Robert | 
E. Tyler and Kenneth E. Mangum 
have become associated with) 
Noble, Tulk & Co., 618 South} 
Spring Street, members of the) 
Los Angeles Stock Exchange. | 
Mr. Tyler was formerly an officer 
of Holton, Hull & Co. and prior) 
fhereto was with Maxwell, Mar-| 
shall & Co. 


Quincy Cass Adds | 
LOS ANGELES, CAL.—John J. | 
Schumacher has been added to) 
the staff of Quincy Cass Asso- 
ciates. 523 West 6th Street, mem-| 
bers of the Los Angeles Stock Ex- | 
change. | 





| just as law and medicine—and keep out the unfit. 


| spects. 


/counts to mon-members came up. 


laws? 


NASD Monopolistic and Harmful 


To Industry, Dealers Contend 


(Continued from page 4) 


radio commentator, for instance, is abusing and discrediting the over- 
the-counter securities. Did the NASD ever do anything to enlighten 
the public about the true facts? If it would not be for us over-the- 
counter dealers, who actually are doing pioneer work, many, many 
stocks at present would not be traded on the Big Board or the Curb 
Exchange, 

; As long as there is no true representation of the securities 
industry which has the interest of the industry at heart, I do not 
believe we will see much of an improvement in the securities 
industry. My idea would be, to do away with this ugly nonsense of 
the NASD, and create a truly representative body of the securities 
industry, which would approach the various corporatiens of which 
the stocks are being traded over-the-counter for a financial contri- 
bution, so that these corporations would also be able to start a truly 
constructive advertising campaign to enlighten the public about the 
so important over-the-counter market. 


; At any rate, in my opinion, it would be high time that something 
is done to stop the discrediting of the over-the-counter market. 


The 5% mark-up rule is nonsense and inconsistent. You know, 
for instance, that traveling agencies, which do not have to go out to 
get business to the extent the over-the-counter dealers have to do. 
receive 7% commission just for booking of passage on an airplane or 
steamer. I think it is needless to point out the vast difference of 
conducting a securities business and running a traveling agency. 

Another observation I made lately, is that many stores, for 
instance, have furniture or any other merchandise on display, but not 
actually in stock, and sell them and after having sold the merchan- 
dise they place their order with the manufacturer and get their 
30% to 40%. 

JACKSON, MISS. 

I firmly believe the NASD should he abolished and only the 
SEC look after the business. With both requiring information and 
reports, it is too voluminous for the small dealers. 


PHILADELPHIA, PA. 


Members Philadelphia Stock Exchange since 1923, clearing through 
, Philadelphia, and also as salesman for same. All busi- 
ness done should be on a commission basis, all commissions should be 
fixed by the industry. Further, they should be high enough to enable 
an intelligent, diligent salesman to earn a reasonable living. Further 
the industry should establish standards—prefessional standards— 
The proper 
policing should continually “weed out” the snide and untrustworthy. 


CHARLOTTE, N. C. 


I was a member of the NASD for several years, but recently 
resigned. Just about two weeks ago my non-membership was the 
sole cause of my losing a commision of several hundred doilars! 
Shall probably rejoin the NASD, but not from choice. 


PHILADELPHIA, PA. 


I see no reason to continue the existence of NASD under present 
set-up of SEC. I think both investors and dealers are adequately 
pretected, In fact | disapprove of the NASD in every way.* 


PHILADELPHIA, PA. 


We resigned from the NASD some years ago, after having had 
our fill of its methods. We believe it is of no earthly use and wish 
more dealers had the courage to refuse to be browbeaten—and to 
resign. Our reasons for leaving the NASD are a matter of record. 
They have a file and we have one on the subject. 


PHILADELPHIA, PA. 


The powér to regulate the securities industry should rest solely 
with the SEC, 





SMALL PENNSYLVANIA TOWN 


I consider the NASD an extension of the old NRA. It was always 
assessing its members, etc. Its rules were obnoxious in many re- 
Your editorial recently on the NASD was not only timely 
but thoroughly refreshing and encouraging in its content. I am in 
100% sympathy and agreement with your entire viewpoint. 


MEMPHIS, TENN. 
Just another move toward regimentation.* 


MEMPHIS, TENN. 

A year or two ago the SEC, in reviewing some action of the 
NASD, gave the legislative history cf the Maloney Act. The decision 
stated that when the bill was in committee the proposal for no dis- 
The committee was reminded 
that such a provision would violate the anti-trust laws. An amend- 


| ment was thereupon proposed and passed exempting the NASD from 


the operation of the anti-trust laws. Question: Why should the 
members of+the NASD be exempted from control by the anti-trust 


SMALL TEXAS TOWN 


I think that the NASD should be abolished, for I consider it un- 
American All security dealers have to optain State licenses; when 
that is done each dealer should trade with any other dealer on ex- 


actly the same basis as Real Estate Agents. Members of the National | 


Real Estate Association (who arrogate to themselves superior intelli- 
gence by calling themselves “Realtors’’) do not hesitate to deal 50-50 
with any other licensed real estate dealer who is not a ‘Realtor”’— 
they are only too glad to cooperate with another agent who will 
help them make some money. Lawyers cooperate with each other, 
whether or not both are members of the Bar Association. When 
the NASD refuses to give a non-member an even deal like the one 
given a fellow member, they, in my judgment, lower the dignity of 
the profession, and place themselves in a class with the CIO and 
other selfish, self-seeking, silly, subrosa outfits. They put themselves 
in a place like the college fraternity—more sham, little substance. 
Two wars for democracy failed to take the ego out of a considerable 


proportion of our people. 





* Commented ‘Anonymously. 


GREENSBORO, N. C. 


Should be named—‘“National Association of Securities Traders 
Yoke”—then the initials would spell out something indicative.* 


TOLEDO, GHiO 


It is difficult to answer these questions with a simple “yes” or “no.” 
All of us resist regulation, and none of us like it. However, we 
think that regulation'is inevitable, and would much prefer the self- 
policing to that of a political bureau. We have not found the NASD 
a burden, and in some cases the examiners have been very helpful 
in making suggestions. Much depends upon the administration of the 
regulations, and our experience has been that it has not been punitive. 
Furthermore, we would much prefer the hearing of complaints before 
a friendly and understanding body of fellow-dealers than before an 
inexperienced, uninformed group of outsiders. 


SMALL OHIO TOWN 


We wish we dared quote line and word, but the penalty for free 
expression is no longer any different in our country than behind the 
Iron Curtain, wherever the SEC and the National Committee are 
concerned.*® 

CLEVELAND, OHIO 


There are some things about NASD that I don’t like, but it’s 
much more important to keep the crooks and the 10-15-20% profits 
boys out of the business than it is to preserve complete freedom in a 
business that never demonstrated any sizable capacity to police itself. 


CLEVELAND, OHIO 


_ Experience as a member of a District Committee confirms the 
opinion the NASD operation has been a distinct benefit to the 
industry. 

CINCINNATI, OHIO 


Think you are doing a splendid job in fighting our battles. 
the only voice on our side.* 


PITTSBURGH, PA. 


To me the NASD serves no useful purpose and costs plenty. 
looks like a creation of the SEC for snooping purposes. 


ALLENTOWN, PA. 


In my opinion the drive by members of Stock Exchange for busi- 
ness and, in so doing, condemning the over-the-counter business 
has had a tremendous effect on some over-the-counter business. 
Yet the customer’s men of those firms will push for all they’re worth 
on an over-the-counter deal or underwriting issue with a big 
commission,*® 


It is 


It 


SMALL SOUTH CAROLINA TOWN 


Your circular of April 4th received, and I am returning the 
questionnaire marked with a “Yes” for all the questions. I am 
writing with an experience of over 35 years in the security business 
and, also, as a very small one man organization. 

In regard to question 1, I believe a 5% spread is ample where no 
risk is taken. Our firm is also in the real estate business, and we 
receive a 5% commission on all our sales. We always try and 
purchase property for our customers at the lowest price possible. 
Thus, we feel that we earn our commission. It is my opinion that 
this also holds good for stock. 

In regard to questions 2, 3, 4 and 5, I believe if there is to be a 
NASD, then, it should be lived up to, and the only way that I know 
to force this is by the methods they now use. 

In regard to Question 7, we are 2 member of the NASD because 
we are forced to belong to do business. If we have to pay to belong, 
we do not think non-members should have the same privilege as 
those who pay, 

It is my firm belief that not only the Maloney Act should be 
abolished but, also, the SEC. I see no reason why the Federal Gov- 
ernment should regulate the security business except for fraud (which 
they always had power to prosecute for using the mails to defraud) 
any more than they do dry goods. I am greatly opposed to all 
actions of such a nature. 


SMALL SOUTH CAROLINA TOWN 


This firm established 1892, is a firm believer in the NASD! It 
is through ruling tactics of this kind that we are able to keep our 
business clean—we wish there were more to run the & Co.’s 
out of business. We stand behind the NASD and its principles 100%! 


NORFOLK, VA. 


I resent competitors being allowed te have access to my books. 
I resent having my profits regulated. I have been in this business 
thirty years and have never taken anything but a justified profit. 
It has always been my thought that if a man is dishonest in this 
business the SEC could take care of him. I am very much in favor 
of the SEC but I am dead against another set of policemen—it is an 
unnecessary expense to the industry. The NASD has not accom- 
plished anything, but has certainly slowed down the unlisted 
security business. I resent having to pay for Governors’ Meetings 
and the traveling all over the country of the officers. The sooner 
| the Maloney Act is taken off the books the sooner our industry will 
'be put on a profitable basis. Regulation is necessary but duplication 
_ of regulation is not. 
SMALL WISCONSIN TOWN 
It [5% mark-up] keeps out the unscrupulous dealer and sales- 
men. It protects the public by not making it possible for the smaller 
| corporations to “dump” the securities of a weak or sinking corpo- 
| ration onto the innocent and unsuspecting public. 


| NASHVILLE, TENN. 
We think the NASD is a useless expense.*® 


NEW YORK CITY 
I can think of many more advantageous undertakings to the 
securities business than the above witch hunt. Why should the 
| personal feelings of the security business be the subject of editorial 
exploitation? *® 











FORT WAYNE, IND. 


Just another example of the regimentation that has been insidi- 
| ously creeping upon the American people for the past sixteen years. 
| It has come so slowly and imperceptibly that when the majority of 
| the citizens awake to the realization that they are in shackles, it will 
_then be too late. We have seen all too many instances of a people 
| becoming shackled and how difficult or impossible it is to free 

themselves, once they are in chains.* 
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be so strong, despite the many familiar centrifugal forces, 
that it can regularly act as a unit in all matters which affect | 
international relations! 





As We See It 


(Continued from first page) 
be urging such courses of action as those again set forth 
last week, and be defending them with the arguments 
there (and often before) employed. 


protect the purchasing power of Americans against the 
hazards and misfortunes of life. 
“These steps are necessary if we are to continue strong 


and prosperous.” 


and against Communist pressures, 
But because we have been united 
in our determination to use our 
strength and our substance, we 


| have already turned the tide in 


| Too Much “Gravy” 


It is evident, we believe, from the general tenor of the | 
|President’s words upon this occasion that had he been given | 


This sort of thing, however, is constantly going on in) to “completely explicit statements’’"—to borrow a term from 
this country today, and we are growing so accustomed to| the mathematicians—he would have found these steps not 


hearing these economic fallacies that the very elect at times | only “necessary” but “sufficient” for the purposes in hand. | 
are in danger of being subtly affected thereby. Let no one| Certainly, such a conclusion appears to be implicit in much | 
fail to realize the implications of what the President is say-| that the President has said elsewhere. 


ing. Here are some of his words at Little Rock: | 
“We know that if we are to build a lasting peace in| 
the world we must achieve three essential conditions: 
“First, this nation must be strong and prosperous. 
“Second, other nations devoted to the cause of peace 
and freedom must also be strong and prosperous. 
“Third, there must be an international structure) 
capable of adjusting international differences and main-| 
taining peace.” 


| 
| 
| 


| 


Ambitious! | 


What ambition! What childish faith in strange dreams: | 
We must assume (indeed have already assumed) responsi- | 
bility for keeping the whole world (except, of course, thos: | 
who differ with us in certain matters) “strong and prosper- | 


ous’! And, presumably since this is not enough to occupy | 


our full attention, we must also simultaneously create a| 
sort of ‘United States of the World” whose binding ties shall | 


! 


Has the President, or anyone else, any idea as to how 
all this is to be done? Evidently the President thinks 
he has. Even at this time when virtually everyone else 
is wondering whether we are not losing, indeed have 
not already lost, a good deal of what the President calls 
prosperity, and are more or less constantly occupied 
trying to estimate approximately how much more of it 
we are destined to lose, Mr. Truman would appear to 
be oozing confidence that somehow we have “learned” 
how to manage everything so that we may always be 
prosperous. The prescription he now offers is not dif- 
ferent from the one which he and those around him 
have been offering for a good while past. Indeed, it is 
essentially the same as that formulated by the New 
Deal managers who tried vainly to turn the tide trom 
1933 until the war put an end to mass unemployment 
and the other phenomena which are ordinarily associ- 
ated with “bad times”—certainly not with prosperity. 


Here, in general, is the President’s prescription: 


“It is unusual for this nation to maintain substan- 
tial armed forces in time of veace. Yet so long as there 
is a threat to the principles of peace—the principles on 
which the United Nations is founded—we must maintain 
strong armed forces... . 


“Our national strength is not, however, simply a 
matter of weapons aud trained men. Even more important 
are our economic growth and continued prosperity. 


“Our economy is the center of a world economy. The 
hope of economic revival throughout the world depends in 
large measure upon the prosperity of the United States. If 
our production and purchasing power are badly impaired, 
if the buying and selling and investing that we do in other 
parts of the world are cut off, other nations will be plunged | 
into chaos and despair. 


“It is a prime belief of the Communist philosophy that | 
our kind of economy is doomed to failure. The Commun-| 
ists predict that our prosperity will collapse—bringing the 
rest of the free world down with it. But they are wrong— 
just as wrong as they can be. 


“We know more today about keeping our economy 
strong than we have ever known before. We know how 
to strengthen our economy through the expansion of pro-| 
duction and purchasing power and the improvement | 
of standards of living. We understand that constantly ris-| 
ing national output, increasing real wages, and a fair in-| 


come for our farmers are basic elements of our economic! 


strength. 

“To maintain these elements of prosperity, it is not 
sufficient to drift with the tide. We must take advantage 
of the new opportunities, the increased demands. which 
result from the natural growth of our population. We must 
develop our natural resources and restore those we have 
depleted and wasted. We must establish a fair distribution 
of business opportunity; we must have a free labor move- 
ment able to hold its own at the bargaining table; we must 








Of course, the 
trouble, as those before him 


President has never taken the 


or now associated with him 


have never taken the trouble, to explain how steps such | 


as these really insure prosperity in perpetuity. It has, | 
of course, never been politically necessary for him or 
the others to do so. The programs he lays out either 


explicitly or implicitly call 


too many people. In such circumstances it is not too 
difficult for those who are the recipients of public | 


for too much “gravy” fer | 


| 


generosity to convince themselves that their largesse 


helps the giver as much or 


common sense raises doubts, the jingle of the guinea 


tends to resolve them, or at 


Buncombe, 


Now, of course, the fact is that most of this talk of pur- 
chasing prosperity in perpetuity is economic buncombe, pure 
and simple. It is, moreover, peculiarly dangerous buncombe | 
at this moment since it tends to strengthen the hand of the| 


labor unions and others who 


which would inevitably make the current situation worse. 
It is peculiarly dangerous buncombe, also, because it is in 
substantial part the basis upon which the President and_| 
others are building a foreign economic policy which can no| 
more assure indefinite prosperity elsewhere than it can here. 
Is there not some way in which these things can be 
brought down to earth before too much damage is dene? 


} 
more than the receiver. If | 


least to persuade the recip- | 


of Course 


would insist upon measures 





Truman Upholds ECA Program 
And Restates Policy for Prosperity 


(Continued from first page) 


prove of the way you have chosen 
to honor them. This park will be 
a place of rest and recreation. It 
is fitting that a war memorial 
should be something that can be) 
used and enjoyed by the people. 
Nothing could be more appropri- 
ate than to devote a war memor- 
ial to those values of human life 
which our soldiers died to pre- 
serve—the values of freedom and 
peace, 

We are not a militaristic coun- 
try. We do not glorify the mili- 
tary way of life. Some nations 
have taken greater pride in their | 
military victories than in any other 
national achievement, but it has | 
never been so with us. When we 
think of war, it is with a prayer 
that the sacrifices our dead have 
made will never have to be re- 
peated. 


After every war we have sol- 
emnly resolved to prevent fu- 


ture wars. We have learned, | 
however, that it is not enough to) 
make resolutions. It is net 


enough to utter them in speeches | 
or to engrave them on monu-/| 
ments. We have learned that we | 
must devote the best efforts of 
our whole nation to make those 
resolutions come true. 


We Turned Against League of 
Nations 


We entered the First World War 
to restore peace and to preserve | 
human freedom; but when that | 
war was finished, we turned) 
aside from the task we had be- 
gun. We turned our backs upon | 
the League of Nations—the inter- | 
national organization which was | 
established to maintain peace. We | 
ignored the economic problems of | 
the world, and adopted a tariff | 
policy which only made them) 
worse. We let our domestic af-| 
fairs fall into the hands of selfish | 
interests. We failed to join with | 
others to take the steps which | 
might have prevented a second | 
world war. 


| to 


sibilities that go with our tre- 
|mendous strength, 


| with the effects of our policies 


ithe supreme 


‘in the face of troubled conditions 


| make 


| evils 





This time we are fully aware) 


|of the mistakes that were made}! 


in the past. We are on guard! 
against the indifference and iso- 
lationism which can only lead to | 
the tragedy of war. This time| 
we will not let our decisions be | 
made for us by a little group of | 
men who are concerned only with | 
their own special interests. 


Vigorous Action Taken 


This time we have taken vig- 
orous and far-seeing measures 
preserve peace and restore 
prosperity throughout the world. 
We have assumed the responsi- 
bility that I believe God intended 
this great republic to assume 
after the first world war. We have 
shouldered the enormous respon- 


We have been fortunate in 
having many public servants of 
ability and vision who have de- 
voted themselves to the problems 
of foreign affairs and national 
defense. We have able leaders 
in the Congress who have mas- 
tered the complex details of our 
relations with other nations, They 
have made themselves familiar 


in all parts of the globe. They 
have labored painstakingly to en- 
act a body of legislation to carry 
out the responsibilities we have 
assumed. 

Most significant of all, the peo- 
ple of this country understand 
importance of our 
foreign policy and the great ob- 
jectives toward which we are 
moving. Public debate has 
threshed out the basic questions 
of our foreign policy. The people 
have made up their minds. They 
have supported, and will con- 
tinue to support, the measures 
necessary to maintain peace. 


Face Troubled Conditions 
We have had to work for peace 





_favor of freedom and peace. The 


disintegration of the democracies 
of Europe has been halted. Free 
peoples in many parts of the 
world have been given new hope 
and new confidence. The restora- 
tion of a system of world trade 
has begun. And all this has been 
accomplished without closing the 
door to peaceful negotiation of 


ithe differences between the free 


nations and the Soviet Union. 


But we are only midway in 
carrying out our policy. We have 
a long way to go before we can 
the free world secure 
against the social and political 
on which communism 
thrives. The cause of peace and 
freedom is still threatened. 


Yet there are some who have 
grown weary of the effort we are 
making. There are voices which 
claim that because our policy has 
been so successful so far, we can 
now afford to relax. There are 


ient to “leave such matters to the authorities.” | ae who want to slash the aid 


we are giving to the economic re- 
covery of other nations. There 
are some who want to reject the 
measures that are necessary for 
defense against aggression; there 
are some who wish to abandon 
our efforts toward the revival of 
world trade. 

These are the same voices that 
misled us in the 1920s. They 
are misguided by short-run con- 
siderations. They refuse to face 
the plain facts. They try to con- 
vince us that we cannot afford 
to pay the price of peace. 

But the people of the United 
States will not be misled a second 
time. We know that the short- 
sighted course, the easy way, 1S 
not the path to peace. The task 
is difficult, and requires firm 
determination and steadfast effort. 


Three Essential Aims 

We know that if we are to build 
a lasting peace in the world we 
must achieve three essential 
conditions, 

First, this nation must be strong 
and prosperous. 

Second, other nations devoted 
to the cause of peace and free- 
dom must also be strong and 
prosperous, 

Third, there must be an inter- 
national] structure capable of ad- 
justing international differences 
and maintaining peace. 

The first condition is our own 
strength and prosperity. It is un<- 
usual for this nation to maintain 
substantial armed forces in time 
of peace. Yet, so long as there 
is a threat to the principles of 
peace, the principles on which the 
United Nations is founded, we 
must maintain strong armed 
forces. Any uncertainty as to the 
ability or the willingness of the 
free nations of the world to de- 
fend themselves is an invitation 
to aggression. We have seen the 
truth of this statement in the 
outbreak of two world wars. 

Our national strength is not, 
however, simply a matter of 
weapons and trained men. Even 
more important are our economic 
growth and continued prosperity. 

Our economy is the center of 2 
world economy. The hope of eco- 
nomic revival throughout the 
world depends in large measure 
upon the prosperity of the United 
States. If our production and pur- 
chasing power are badly impaired, 
if the buying and selling and in- 
vesting that we do in other parts 
of the world are cut off, other na- 
tions will be plunged into chaos 
and despair. 

It is a prime belief of the Com- 
munist philosophy that our kind 
of economy is doomed to failure. 
The Communists predict that our 
prosperity will collapse, bringing 
the rest of the free world down 
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with it. But they 
wrong as they can be. 
We know more today about 
keeping our economy strong than 
we have ever known before. We 
know how to strengthen our econ- | 
omy through the expansion of! 
production and purchasing power | 
and the improvement of standards | 
of living. We understand that/| 
constantly rising national output, | 
increasing real wages and a fair | 
income for farmers are basic ele- | 
ments of our economic strength. | 


are wrong, 


pean nations to a self-sustaining | 
The food, fuel and equip- | 


basis. 
ment which we have sent to Eu- 
rope have been matched by the 
efforts which these nations have 
made to restore their own econ- 
omies and to co-operate with one 
another in increasing their pro- 
duction and raising their stand- 
ards of living. 

It is fair to say that the Euro- 
pean Recovery Program has 
halted the social and economic 
disintegration which threatened 


|the countries of Western Europe 


Must Have Free Labor Movement | 


To maintain these elements of | 
prosperity, it is not sufficient to| 
drift with the tide. We must! 
take advantage of the new op-| 
portunities, the increased demands 
which result from the natural 
Zrowth of our population. We 
must develop our natural re- 
sources and restore those we have 
depleted or wasted. We must 
establish a fair distribution of 
business opportunity; we must 
have a free labor movement able 
to hold its own at the bargaining 
table; we must protect the pur- 
chasing power of Americans 
against the hazards and misfor- 
tunes of life. 


These steps are necessary if we 
are to continue strong and pros- | 
perous. That is why our domestic | 
programs for the development of | 
resources, for protection against | 
economic hazards, for the im-| 
provement of social conditions, | 
are fundamental to our national | 
effort for peace. 


The second condition essential 





to peace is that other nations, | 
as well as our own, must be | 
strong and prosperous. We need 


others nations as our allies in the 
cause of human freedom. We 
have seen free nations lost to 
the democratic way of life be- 
cause of economic disaster. We 
know that despair over economic 
conditions will turn men away 
from freedom and into the hands | 
of dictators. 


Aid Other Nations 


It is to our interest, therefore, 
to aid other nations to restore 
and maintain their economic 
health, our aim is not only to/'| 
help other nations to help them- 
selves, but also to encourage 
economic co-operation among 
them, 

We have taken the lead in co- 
operating with other nations to 
restore a mutually beneficial sys- 
tem of world trade. No nation 





| 
| 


today can achieve prosperity in| 


isolation. Only through partici- 
pation in the trade of the world 
can a country raise its own 
standards of living and contrib- 
ute to the welfare of other nations. 


For years before the war, world 


trade was crippled by high tariffs, | 


import quotas, exchange manipu- 


Jation and other artificial devices | 


for security commercial advan- 
tage. These practices were 


They resulted, ultimately, in idle 


a | 
symptom of international anarchy. | 


with communism and civil strife. 


Plan in Early Stages 


Nevertheless, the European 
Recovery Program is still in its 
early stages. At the outset it was 
estimated that it would take 
four years before these countries 
could again become independent 
of special economic aid. Only a 
little more than one year has 
passed since we began, 


If we were to falter now and 
cut down our aid, 
tum of recovery would be de- 
stroyed. The people of these 
countries would be thrown into 
confusion and their advance 
toward economic self-reliance 
would be blocked. A slash in the 
funds available for European re- 
covery at this time would be the 
worst kind of false economy. It 
would cancel the hopes and the 
plans of the Western European 
nations. It would be a great gain 
for Communism. I am confident 
we shall not make this mistake. 


Our concern with the economic 
health of the world also extends 
to its under-developed regions. 
The prospects for peace will be 
immeasurably brighter if we can 
offer a future of hope and a bet- 
ter life to the people of these 
regions. In these areas there are 
millions who for centuries have 
known nothing but exploitation 
and poverty, whose economic life 
is still primitive. 


Not a Relief Program 


I have offered a program for 
bringing these people the bene- 
fits of our modern civilization. 
It is not a program of relief. 
While it is intended ultimately 
to bring about a great movement 
|of capital through the channels of 
| private investment for the devel- 
/opment of these poverty-stricken 
‘regions, it is not a program of 
imperialism. The developments 
of these areas offers enormous 
potential benefits to a growing 
| world economy. 


We have to lay the foundations 
|for this program with care. I ex- 
| pect shortly to send to the Con- 
| gress recommendations for initial 
legislation. This will be but the 
| first step of many that we shall 
|take over the years to come, in 
this co-operative effort to better 
the living standards and to unlock 
the human skills and the natural 
resources of the under-developed 


parts of the globe. 


ships, idle men and economic An Internation] Structure to 
chaos. Enforce Peace 

We have come a long way to- The third condition essential 
ward correcting these evils. Since for peace is an_ international 


1934. we have worked out a mul- 
titude of agreements with other 
countries to reduce specific tariff 
barriers. 
ment on trade and tariffs of 1948, 
we struck a world-wide blow at 
these obstacles to trade. 

But this work is not yet fin- 
ished. If we are to succeed it is 
vital that the authority to nego- 
tiate reciprocal trade agreements 
be extended. We should then go 
on to establish a permanent in- 
ternational trade organization to 
apply standards of fair dealing 
in the commerce among nations. 

The same co-operative prin- 
ciple has been applied in our 


great undertaking to restore the 
economies of the Western Euro- 





In the general agree- | 


| aggression. 
'prosperity nor the prosperity of 


structure capable of suppressing 
international violence. However 
well conceived our economic pro- 
grams may be, they cannot suc- 
ceed unless there is some assur- 
ance against the outbreak of 
Neither our own 


other nations can survive unless 


we can protect the operations of | 


economic life from the threat of 
war. 

Such protection depends 
two factors. 
constant efforts by all nations to 
adjust their differences peace- 
fully, Second, there must be an 
agreement among nations to 
employ overwhelming force 


on 


|against armed aggression. 


the momen- | 


First, there must be: 


The United Nations is a valu- 
able instrument for accomplish- 
ing these ends. It has already 
achieved the peaceful settlement 
of difficult issues. 
hostilities in the Near East and 
'in Indonesia. It has done a great 
deal to explore and find solu- 
tions for many of the economic 
and social problems which afflict 
the world. 

Much remains to be done, 
however, to carry out the prin- 
ciples of the United Nations. 
Within the terms of the United 
Nations charter, we and certain 
other countries have undertaken 
to provide greater assurance 
against the danger of armed 
conflict. That is the purpose of 
the North Atlantic treaty. The 
idea behind this treaty—the as- 
sociation of democratic nations 
for mutual defense—is well un- 
derstood in this country. 


Perhaps we do not  under- 
stand, however, the importance 
of this pact in the eyes of the 
other democratic nations which 
are parties to it. They have been 
greatly weakened by the war. 
They have been haunted by the 
fear of again becoming the 
scene of conflict. By assuring 
them of our support the pact 
goes a long way to dispel their 
fears. 


Extols Senate Committee 


I have been greatly heartened 
by the unanimous report of the 
Foreign Relations Committee of 
the Senate this last week in 
favor of the North Atlantic 
treaty, I believe that it will soon 
be passed by an overwhelminz 
majority in the Senate. The ef- 
fect of this action will be imme- 
diate and far-reaching in allaying 
the fears which have retarded 
economic recovery in Europe. 


It is of vital importance that the 
Atlantic pact be followed by a 
program of military aid to in- 
crease the effective strength of 
the free nations against aggres- 
sion. This military assistance pro- 
gram based upon mutual help, 
will give additional confidence to 
the people of those nations as they 
continue to rebuild their econ- 
omies. 

These measures will bring a 
stability to the democratic na- 
tions of Europe which has not 
existed since the end of the war. 
They will at the same time con- 
tribute directly to the security of 
the United States. 

I have discussed the three es- 
sential elements of lasting peace— 
a strong and prosperous United 
States, a strong and prosperous 
community of free nations, an in- 
ternational organization capable 
of preventing aggression. 

We have given greatly of our 
effort and our strength to build 
a firm and enduring foreign pol- 
icy upon these essentials. The 
burdens we have had to assume 
in this enterprise have been un- 
usual. The size of the national 
budget shows that we are en- 
gaged in an undertaking without 
parallel in the history of our coun- 
try or of the world. 

But the goal we seek is a great 
one, and worth the price. Never 
has a nation had the opportunity 
which we have today to do so 
much for the peace and prosperity 
of mankind. Never has a nation 
had a better chance of reaching 
this high goal. 

We must not falter now. 

We must not defeat our own 
efforts by doing only half the job 
that lies before us. 

The brave men, whose mem- 
ory we honor here, did all that 
was required of them. They did 
| not fail us. We must not fail 
|them in our efforts to reach the 
| goal for which they died. 
|. We must press on in the con- 
fidence that we will succeed in 
the mission a divine Providence 


‘has assigned to us. 





It has stopped | 


is very uninviting, or they don’t 
want to buy some unlisted secur- 
ity, or they are not interested. 
Don’t let tnat sort of talk stop 
you. If you have good, sound 


surplus money in one form or 
another, whether it is in govern- 
ment bonds, in savings banks or 
wherever they happen to have it, 
even under the mattress, if you 
feel that they are a prospect that 
can afford to buy the security you 
have in mind, that you would like 
to sell, then the best thing I can 
tell you to do is keep after them. 
I know I have worn out the wora 
“Welcome” on a lot of door mats 
in and around Boston. But over 
a period of time it has paid to be 
more or less of a nuisance ana 
ask for an order. 


It is important that you con- 
tinue to call on these people, no 
matter whether they buy or don’t 
buy. If you keep at them long 
enough, based just on the law o: 
averages, you should get some 
good results at a later date. No 
farmer will ever run a harrow 
down a field, throw some corn in. 
and expect to see corn six feei 
high in 20 minutes. And in the 
security business, your business 
doesn’t develop rapidly. You just 
don’t see it, because it is a very 
peculiar sort of business and it 
takes quite a while to develop it. 


Very often you make calls and 
you think you have wasted your 
time and your prospect is hope- 
less and you will never get to 
first base with him. Yet, as time 
goes on—and selling securities is 
very much like a game of golf; it 
is all in the timing — you will 
again see that prospect at a time 
when he may be more receptive 
I tell you that if you have been 
there before and, he knows you. 
and you hit him at a time when 
he is in a more receptive frame of 
mind, you have an excellent op- 
portunity to close the sale. 

There is no reason to think, like 
some people, that you have to ask 
for the order the minute you see 
the man, because in this business 
of selling securities one of the 
most important things is to have 
the customer’s good will. That is 
priceless. It takes a long while 
to build a customer’s good will, 
and it can be destroyed very rap- 
idly; it is a very perishable com- 
modity. So you have to take 
your time, literally, and you have 
to be possessed of a great deal of 
patience in effecting these sales. 


A Method of Procedure 

Do some of these things: If you 
have seen prospects who aren’t 
interested in buying whatever you 
happen to be offering them at the 
moment, but you are acquainted 
with and you have heard them 
mention one or two stocks they 
may hold at the present time 
send them a Standard & Poor’s or 
Fitch statistical report. It may 
have nothing to do with what you 
are trying to accomplish, but just 
the same, you are moving in the 
right direction, because you are 
furthering the potential customer 
contact, you are acquainted with 
something he owns, and you are 
attempting to keep him in touch 
with it. Although he is not 2 
customer and just a prospect, if 
you will service him to the same 
extent that you will take care of 
some of your regular customers. 
you will be building good will. 
and in time it usually pays out. 

I find that in our business, un- 
fortunately, there are a certain 
group of people who believe in 
going around and knocking com- 
petitive firms.. As far as Draper, 
Sears & Co. are concerned we 
welcome competition. I think any 


‘desirable and well-managed firm 











reason to believe that they have) 





jity and 


ivestment securities. 





Salesmanship in a 
Stock Exchange House 


(Continued from page 4) 


welcomes competition, because we 
are all in the same boat in this 
business and I would frown very 
strongly on knocking the next 
fellow’s business or the way and 
manner in which it is operated. 

If you are offering a man a cer- 
tain investment fund, don’t run 
down another one if he should 
evidence a slight interest in it. I 
don’t think it is the thing to do. 
As a matter of fact, I think you 
all well know that the various 
representatives of the different 
mutual funds come into our of- 
fices, and I don’t know how they 
do it, but they all bring in these 
lists and they are always up in 
the top three. How they manage 
it, I am sure I don’t know, but 
no matter which one you look at, 
they hit it square on the nose for 
that firm, and they lead every— 
body by .065%. 


Well, they all have good statis— 
ticians; they must be good be— 
cause they all come up with the 
right answer. This business of 
knocking the next person’s trust 
or fund isn’t the thing to deo. 
Give the customer the facts on the 
record, then let him judge the 
security for himself. 


Now, sometimes you can create 
business where it is dormant # 
you sit down and talk to the fel- 
low about the bargains that are 
available in securities, because 
there are many of them around 
There are a lot of stocks selling 
below their net quick assets—and 
a lot of people are very apathetie, 
they don’t know just what to buy. 
They own securities at higher 
prices and you can’t get them te 
average. 


Removing Chaos in Customer’s 
Mind 


Well, sometimes you can sell 
them because they have chaos im 
their mind and You can bring # 
to order. If a fellow has a stock 
that is essentially a sound secur- 
it has been dropping 
sharply in price (through no fault 
of the company or the investment, 
but merely general market condi- 
tions) and you can get to reason- 
ing with the customer that he 
bought a sound security and that 
it has declived to a still further 
attractive p. ‘ce which makes it a 
better value, you should be able 
to convince the customer that he 
is not throwing good money after 
bad, particularly so in the case af 
Funds, if he adds to it at the 
present time. No one knows that 
they have seen the bottom unt 
they look back at it any more 
than we know we have reached 
the top until we have started 
down and look back at that. 

This idea of averaging secur 
ties is sometimes a good thought. 
If you go to see a person who has 
securities at higher prices, and 
who feels very reluctant to do 
any new business at the present 
time. if they are in the frame of 
mind of waiting for the market te 
bail them out, merchandising your 
way out of securities isn’t a bad 
thought and it has a definite ap- 
peal to some people. 

Now, another thing to keep im 
mind is the type of person you 
are talking to. Very often, whem 
you are talking to an elderly per- 


son, they shy away from specw- 


lative securities; they want in- 
There are 
exceptions to the rule and it is 
quite true that somtimes you see 
men that are advanced in years 
who will buy high-risk securities. 
Chorus girls, speaking of elderly 
men, have said: “Just because 
there’s snow on the roof, doesn’t 
mean the fire is out below?” 
They. too. speak from experience. 
(Continued on page 34) 
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Salesmanship in a Stock Exchange House 


1owing is a typical recent Thurs-, riences have been very good. For 


(Continued from page 33) 

Some of the more aggressive 
Stock Exchange firms are taking 
advantage of new methoas to ob- 
tain customers and sell desirable 
securities. In my own firm, we 
are using the radio and sponsor- 
ing Fulton Lewis, who broadcasts 
out of Lowell. I[ think I would 
like to have one of my partners, | 
Mr. Jewell, tell you briefly some- | 
thing about this broadcast, the 
way in which it is handled, and 
the results that we are obtaining 
from it. It is quite interesting. 


Mr. Jewell’s Comments 


“This is ceriainly a surprise, 
being called on and I think I have | 
a nerve coming up here without) 
any notes. However, I will tell | 
you in the next few moments! 
about some of my sales experi-| 
ences since our Investment Sales- 
manship Course started. Before} 

.I discuss the matter of our broad- | 
casting in Lowell, I would like to| 
Say a few words about Mr.) 
Spitzer. 

“Why has he sold a million dol-| 

lars worth Investment Funds? 


“I believe the secret of his suc- 
cess is that the first person he sold | 
was not the customer, but himself. | 
In fact, he is a stockholder of Mu- 
tual Funds. In my own expe- 
rience, if I am 100% sold on any 
type of security, I can generally 
do a better job in selling this se- 
curity or securities to my cus- 
tomer. I think this matter of 
being sold yourself is contagious | 
and enthusiasm generated by one 
who is completely sold on the 
security he is selling is contagious 
and is passed on to the customer 
and makes the sale that much 
easier. In other words, before 
you even try to sell a security, 
my advice to you is to make a 
complete study of that security 
and become 100% sold on it. This 
will help you when you are try- 
ing to obtain the customer’s at- 
tention, then his interest and then 
his desire to purchase securities 
from you. 

“T think the best example I can 
give you on this is the salesmen in 
the insurance field. I understand 
that over 90% of all insurance is 
sold by salesmen who sell the 
benefits of their type of insurance 
and I assure you that these men 
are thoroughly trained. The in- 
surance companies have _ sales 
schools and some are trained to 
the extent of having a “canned” 
talk. They are 100% sold on in- 
surance as a business. In selling 
their product they sell the benefits 
to be derived by the purchase of 
a planned program and this is 
what I am going to discuss with 
you in the next few minutes. 

“Our salesmen selling Mutual 
Funds choose at least three good 
Funds and study them thoroughly. 
They know the dividend records 
of these three Funds for at least 
10 years; they study the policy 
and the objectives of each Fund 
and sometimes even find out what 
side the President of the Fund 
parts his hair. With this knowl- 
edge and the enthusiasm so cre- 
ated they become completely sold 
on these Funds so that when they 
talk with a customer they can 
answer al] his questions and out- 
line to him the benefits that he 
receives. Too many salesmen 
talk in terms of figures rather 
than the benefits derived. 

“In Lowell we are concentrating 
right now on two forms of adver-| 
tising. First, we are conducting a 
direct-mail campaign and second, 
we are sponsoring Fulton Lewis, 
Jr., each Thursday night from) 
7:00 to 7:15 on the radio. 


In our 
direct-mail campaign and our| 
broadcasting we are concentrating | 
our efforts on Mutual Funds and 
the benefits to be derived pong! 


the purchase of same. The fol- 


| 
| 








day night broadcast: 


“DRAPER, SEARS & CO. 

“Fulton Lewis, Jr. 

“June 2, 1949 

“WLLH, 7:00-7:15 p.m. 
“LEWIS: . 


A MOMENT.” 


“LOCAL: How can I plan for 
retirement in 20 years? Can I 
afford to send my youngsters 
through college? I’ve 
bought a home. Is there any 
way to pay off that mortgage a 
littte less painfully? Can I in- 
vest as little as $25 a month? 
Every day sees a new invest- 
ment problem laid on the plan- 
ning desk of DRAPER SEARS. 
Prudent investors with hard- 
won savings, or an insurance 
check or a new pay raise, seek 
prudent advice. Why have 
thousands of investors come to 
DRAPER SEARS for counsel? 
Because each one wants down- 
to-earth, sensible advice for his 
particular problem—a _tailor- 
made plan especially for him. 
You see, Investment Planning 
is a profession. You would take 
a legal problem to a good law- 
yer, or a medical problem to a 
good doctor. So, to plan a sound 
investment program, you should 
seek a sound professional guide. 
DRAPER SEARS, for two gen- 
erations, has advised the people 
of Greater Lowell on how to 
invest wisely and profitably. 
And now DRAPER SEARS 
would like to present FULTON 
1. ee ee 


“LEWIS: . . . AND THAT’S 
THE TOP OF THE NEWS 
FROM HERE.” 


“LOCAL: One investor re- 
cently adopted an Investment 
Program aimed at comfortable 
retirement. He laid down the law 
to the DRAPER SEARS MAN 
who helped him decide on cer- 
tain Mutual.Investment Funds 
as the best place for his money. 
He said: ‘Take no chances with 
this money. I’ve worked hard 
for it. Make it grow as fast as 
you can, but KEEP IT SAFE,’ 
How can the right Mutual 
Funds pay such excellent re- 
turns year after year—in round 
numbers —4% or better, and 
still be so safe? Here’s how 
DRAPER SEARS explained it 
to this man: ‘There are two 
reasons. First, the kind of 
management your money gets 
when you own Mutual Fund 
Shares. Full-time experts keep 
their finger on the pulse of 
American Industry. The richest 
investor in the world commands 
no better financial guidance. 
Second, the way these financial 
experts guide the Fund’s money 
into many channels. If you 
could afford to buy individual 
securities, would not the safest 
plan be shares in many compa- 
nies, many industries? You’d run 
small risk then of any one com- 
pany’s failure, ruining your in- 
vestment, Isn't that true? As 
a Mutual Fund owner you get 
the same advantage a big in- 
vestor gets. Would you like to 
learn more about the DRAPER 
SEARS way to plan your in- 
vestments? Write DRAPER 
SEARS, Box 72, Lowell. You'll 
be glad you did.’ ”’ 


“You will notice from the above 
script that it is written in very 
simple language. Looking back 
now, the first three or four nights 
I was writing the script for the 
broadcast, I was talking over the 
heads of my. audience, because 
one day I called the board boy in 
and I read the script to him and 
then asked him what he thought 
of it. He shook his head and 
said, ‘What’s it all about?’ 

“I feel that our broadcasting is 
paying off because other dealers 
in the vicinity of our Lowell office 


have reported a pick-up in sales| money 


of Mutual Funds. 


. . PLE HAVE! ie Mutual 
THE NEWS FOR YOU IN JUST | 128, “Mutua 


| six years ago and I placed the) 


| $6,000 in a bureau drawer with 


just) with him a 


| of principal. He owns Mutual In-| 


| 


| 


| 


| example, just the other day a 
'man came in to our Lowell otfice 


and said to me: ‘I heard your 


| broadcast last Thursday night and| 
| I would like you to explain to me| 
| the benefits you spoke of in buy- | 


Funds.’ He then 
said: ‘I had a note paid off about 


some old ties, and two weeks ago | 
I found the money.’ 


and the benefits that he woula| 
receive by way of expert manage- | 
ment, diversification and safety 


vestment Funds today. 
“Now, getting back to the Radic | 
program—starting this Thursday | 
night we are going to write our | 
script, taking each phase of a' 
Mutual Investment Fund. This 
Thursday it is going to be on In-| 
come. The following week we 
will diseuss minimizing risk in|! 
investment and then peace of! 
mind and other phases based on | 
selling the benefits of Mutual In- 
vestment Funds. I am very} 
enthusiastic on the outcome of| 
these broadcasts because in the) 
past 30 days we have had re- 
quests from other security sales- | 
men to become affiliated with us| 
on account of our Radio broad- 
casting. 
“Now, a few words on our| 
direct-mail advertising. We have'| 
had excellent results in the past | 
year from this type of advertising 
in obtaining new accounts and 
rejuvenating old accounts that | 
have not done business for over | 
two years, but let me give you| 
a few words of wisdom right now. | 
Before you start your mailing} 
campaign, be sure that you have | 
a well written, down-to-earth | 
sales letter. This letter should be| 
written on the basis that for every | 
four words, three of them should | 
be one-syllable words. Also, the} 
literature that is accompanying | 
this letter should be that which | 
makes very easy reading, and one | 
that speaks of benefits in the} 
opening sentence. Also, every | 
letter that is sent out should be} 
followed up with a personal call. 
as I have found that even if a| 
return card is enclosed, sometimes | 
the best prospects are in those | 
people who do not mail you back | 
your return card. If your direct | 
mail campaign is properly han-| 
dled, your results should show | 
between 5 and 10% return. 
“In closing I would like to state) 
that as far as ‘I’m concerned, this 
course is a huge success and [ll 
hate to see it come to an end.” 


Additional Remarks by 
Mr. Spitzer 


Now as far as this advertising is 
concerned, as a salesman unfor- 
tunately you are rather handi- 
capped, and you have to overcome 
it. If you were a doctor, you 
could hang out your shingle in| 
front of the house and everybody 
would know you were a doctor. 
But you just can’t snap on a Neon 
sign telling them you are a secur- 
ity salesman. You have to go out 
and let everybody know that you 
are identified with the securities 
business. You are working for a 
livelihood, selling securities; don’t | 
be bashful in talking about it. I) 
think you heard from Mr. Wilkins | 
some stories about his plumber | 
and his income. Well, we have. 
had a nursemaid at our house and | 
now she is a stockholder in an) 
investment trust; she didn’t know | 
what a share of stock was; but 
she does now. 





Are Prospects 
The point is, people are saving 
money, and they have to do some- 
thing with it. It is simply up to 
all of us to syphon off, divert, or 





place if you will, some of this 
in good, sound investment 


I discussed | 
good Mutual Fund | 


People Are Saving Money and. 


friend Doug Laird of National 
Securities is going to tell us some 
better ways to sell these things, 
and the human equation in our 
business. 

Remember, that by mentioning 
| the fact that you are in the se- 
curities business or the brokerage 
business literally to every one you 
see, you are going to secure 
circle of potential prospects. You 
have got to keep talking about it, 
because you can’t wear a bill- 
board in front of you like these 
sandwich men you see in froni 
of a restaurant or a store. The 
only way you can get the word 
across is to sort of spread the 
gospel by letting them know that 
you are selling securities, and 
you’ve got to keep hammering ai 
it all the time. If you are making 
a career, as you are, you must 
keep sowing the word at ali 
times. If the milkman lands on 
your doorstep at 7:30 in the morn- 
ing and you can talk to him, talk 
to him, Just because he is deliv- 
ering milk doesn’t mean he isn’t 
drawing $120 a week; some ol 
those fellows do it, and they have 
very tidy bank accounts, Youl 
laundry man is not a bad pros- 
pect. They don’t look too under- 
nourished; they do very well. 

I visited a few fire stations very 
recently. I haven’t told my part- 
ners because I haven’t booked an 
order yet, but I am going to get 
one of those firemen if I have to 
start a bonfire on my own door- 
step. They are good prospects 
and I am willing to share them; 
there are a great number of fire 
stations around this city. They 


& 


are perfect prospects in one way. | 


because unless the gong goes off. 


you have a chance to talk to them 


because they are going to be 
there. Those fellows have a job. 
they will be around, they are sav- 


spend a little time with them. 


| Policemen are a little harder to 


get standing in a traffic box; I 
prefer the fire stations. 

There are plenty of prospects: 
there are a lot of people making 
a living and saving up some 
money and putting it in one form 
of investment or another. 


Security Salesmanship an 
Interesting Job 


I have never had the feeling 
that I was getting up in the 
morning and going downtown to 4 
job to do some work. It is 
hobby, a pleasant hobby, a profit- 
able one, and I can work dili- 
gently at it. Our business is very 
interesting. There isn’t a day 
when you know what the answer 
will be at 5:00 o’clock. You can 
start off with a strong market and 


o 


c 


| wind uv with a weak one, or the 
| sequence can be completely 
| versed. 


re 


The news affects us from day 
to day; the picture is constantly 
changing, and you have a tre- 


mendous assortment of securities | 


to offer your prospects. You have 
the good ones, the bad ones, the 
dividend producers, the highly 
speculative, the quality stocks; it 
is a diversified list, and you are 
in a position to merchandise it 
and sell anyone who has the 
capital to buy exactly what they 
want. If they don’t want some- 
thing, it is up to you to keep talk- 
ing to them until you can create a 
desire to buy what you have to 
sell—a suitable security! 


Now, I know one of my part- 
ners, George Draper, has had a 
very substantial measure of suc- 
cess recently, and I would like to 
call on George and ask if he will 
spend a few minutes here to tell 
you how to keep fishing in the 


‘brook and casting until someone 


hits that fly. It is done, and we 


know it. 


Mr. Draper’s Remarks 
“Well, I don’t know when it 
was, but at one of the first classes 
| here, an older salesman on the 
| Street said to me that he had 
| never taken a graduate course in 


Our Own expe-! securities. In a moment, our good his college career that didn’t pay 


off an X number of dollars. So at 
that time .] said, ‘All rignt, any- 
thing I learn here I am going 10 
try to go out and use.’ 1 remember 
parts of the course, and other 
parts, being a little technical with 
drawings up here on the black- 
board, escaped me forever prob- 
ably. 

“One of the things mentioned 
was pianning your work. In the 
past I have never planned any 
work. When I came into the of- 
fice in the morning, I| didn't 
know what I was going to do. 
Then I would start planning and 
thinking, and the telephone would 
ring, then it would be time for 
lunch, and so on. If you remem- 
ber, somebody asked Mr. Red- 
field how he kept going al) the 
time, and he described tuat book 
of his. 

“I went back to the office and 
made a book. Down the right 
hand column against each pros- 
pect’s name—if you remember, 
Mr. Redfield said that the thing 
that kept him going was a dollar 
inventory, which re maintained 
as a running total of possible sales 
at all times. When he ran out of 
ideas, he would go back to some 
of these interviews with customers 
in which the possible sale was 
$50,000. So I started regular 
dollar inventory. It was surpris- 
ing how quickly I obtained a pos- 
sible aggregate of business of over 
$500,000 of listed and unlisted 
business. Now when I make a 
second call, I have a certain goal 
of how much business is possible, 
and I can give the prospect a very 
definite talk directed at a definite 
amount. 

“One other thing about Mr. 
Redfield’s plan. That was that he 
would start off a new month fresh; 
he would forget April and start 


i : _off with May, taking the unfinished 
ing money and you might as well a on ay, taking n 


business of April and transferring 
it to the May sheet. I started that. 
So that now I start out fresa each 
month, with dollar signs down the 
right hand column, and I know 
exactly what I have to do; how 
often 1 have to make calls; what 
I have written to prospects; and 
when I wrote them. 

“In my case, I am lazy, and so I 
have it fixed that a letter will go 
out on a certain date. A second 
letter will go out shortly after- 
wards, and then, according to 
plan, I have to call or else the 
prospect will have forgotten my 
second letter. Unless I follow 
through very fast on the seeond 
letter, I am out. 

Closing a Sale 

“The next thing that helped me 
was the fact that I learned to keep 
closing the sale. The fact is that 
I don’t think until this year that I 
have ever asked a person for an 
order. I have been given orders 
since 1929, but I don’t think I 
have ever asked for an order. 
That is an actual fact. 

“On one order, I had to talk to 
four men who were trustees in- 
terested in the family welfare, 
and each one of those men had to 
OK a letter I wrote to them after 
calling on all of them. My letter 
gave them what I thought was the 
proper group of investment funds 
to fit their needs. Through the 
talks and the letters I said to each 
one of those men ‘Does it make 
sense so far?’ and as soon as he 
said ‘Yes,’ I respected his intelli- 
gence and didn’t go back to that 
part. I got each that far. To each 
one, I said, ‘Do you understand 
this, does this lead into the pic- 
ture you want?’ They can’t back 
tread after an affirmative reply. 
If they once say ‘Yes’ you've got 
them that far. So that after talk- 
ing to the four and having them 
constantly saying ‘Yes’ to me, I 
really felt when I left them after 
the last call that all I had to do 
was wait for the telephone. I had 
to wait two weeks, but I got the 
order. But there was never any 
feeling when I left that place that 
I wasn’t going to get the order; 
I knew it, and it was the first time 
_I ever kept closing a sale. I think 
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lots of men on the Street, the 
majority of my contemporaries, 
have yet to ask for an order. 
“Another thing that has helped | 
me is Sullivan’s Letter-Writing | 
lecture. I think that was one of 
the weaknesses I have had that 
maybe I have gotten over a little 
bit. That is selling in the first! 
sentences of a letter. 
that before. I think his ideas are| 
going to pay off to me. 
“One other thing, and that is! 
this matter of load. It used to/| 
come up. Since I have been in this | 
course—and I am not saying it| 
is due to the course — it hasn't! 
come up. The simple reason is 
that I think the matter of load is 
brought up only if the client isn’t 
sold in the first place. If he is sold | 
in the first place, it is not a matter 
of hesitancy on his part; I don’t 
think it becomes a matter of im- 
portance in his mind. The fact is, 
the. other day I sold a thousand 
shares in one Investment Fund, 
and the bill came to $24,460, I 
telephoned -the customer and said, | 
‘If you will only buy 30 more} 
shares, it will bring it over the! 
$25,000 mark and then you can) 
get 1% reduction, and he said, | 
‘Who the - - - wants to multi-| 
ply by 30?’ Right then and there} 
this matter of.load was settled for | 
me.” | 
By Mr. Spitzer | 
Now I think we are going to| 
run a little over our time limit) 
here, and as I am not a Delphic | 
Oracle, and you have been sub-| 
jected to a certain amount of) 
verbal abuse and haven’t been) 
able to talk back, if there are any | 
questions I will be pleased to} 
answer them. 


First Boston Group 
Underwrites Central 
inois P. S$. Common | 


Marking one of the largest 
equity financing transactions of! 
the year in the utility field, Cen-/ 
tral Illinois Public Service Co. is| 
offering to the holders of its com- 
mon stock rights to subscribe for 
an additional 446,000 shares ot 
common stock. The proceeds of 
the financing will be applied to 
construction. The offering has 
been underwritten by an invest- 
ment banking group composed of 
51 members headed by The First 
Boston Corp. 

Subscription warrants entitling 
the holders to subscribe at $14.125 
per share to one new share of) 
common stock for each five shares 
held of record June 9, 1949, expire 
on June 23, 1949. 

In addition to agreeing to pur- 
chase any unsubscribed shares, the 
underwriters may sell shares of 
the new common stock prior to 
the expiration of the subscription | 
offer. 

Funds from the sale will be 
used by the company to pay in 
part the cost of additions and im- 
provenents to be made to its! 
properties, principally its electric 
plant and equipment. The com-) 
pany estimates it will spend ap- 
proximately $24,100,000 over the) 
next 18 months of which around | 
$12.000,000 will be expended in 
the nine months ending Dec. 31,) 
1949 and the balance in 1950. One} 











of the maior projects is an addi-| 
tional unit of 60,000 kilowatts of 
capacity to the company’s steam 
electric generating station on the) 
Mississippi River near Grand 
Tower. involving an estimated ex- 
penditure of approximately $10,- 
750,000. 

Dividends on the common stock | 
are being paid quarterly at the 
rate of $1.20 per annum. Giving 
effect to this financing. the com- 
pany wil! have outstanding a total | 
of $61.150,000 of funded debt; 
150,000 shares of 4% preferred) 
stock, $100 par value, and) 
2,676,000 shares of common stock, | 
$10 par value. | 


The State of Trade and Industry 


tightened up on their buying, (3) steel can do nothing but curtail 
operations when orders drop off, (4) higher wages are not warranted 
because they would force prices up when they should be leveling 
off, (5) social security benefits are nothing more than a disguised 
wage Increase and (6) pensions were not in the present contract 


I never did|sand have no place ir negotiations. 


Mr. Murray is expected to go’to’the-public with his ideas on the 
current dowrturn in business which he believes has caused millions 
of wage earners tc hold un buying and to conserve their savings— 
if any. If he has his way he will make it plain that management is 
at fault, this trade authority notes. 

The present outlook in steel is nothing to make either steel 
or labor people happy with the operating rate dropping fast and in- 
coming business off considerably from a year ago. Canceilations are 
not fading, but are on the increase. The possibility of a long coal 
tieup is causing no anxiety among steel users 2nd not much, if any, 
thought is giver to a remote chance of a steel strike, ‘‘The Iron Age” 
concludes. 


It now looks iike the “testing” period on steel operations will 
come in the middle ot July. If the decline in outvut is still kept 
within the bounds of a few points a week no serious dip is expected 
in the near future. But on the basis of present business at plants of 
steel users the ingot rate may go 75% sooner than most steel people 
thought it would. Whether it wili go much lower than that depends 
cen general business conditions. 


The American Iren and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the 
steel-making capacity of the industry will be &6.7% of capacity 
for the week beginning June 13, 1949, as against 89.1% in the 
preceding week, or a decline of 2.7%. 

This week’s operating rate is equivalent to 1,598,300 tons of 
steel ingots and castings fer the cntire industry, compared to 
1,642,600 tons a week ago, 1,762,400 tons, or 95.6% a month ago, 
and 1,730,400 tons, or 96% of the old capacity one year ago and 
1,281,210 tons for the average week in 1940, highest prewar year. 


CARLOADINGS TURN LOWER IN LATEST WEEK DUE TO 
MEMORIAL DAY HOLIDAY 


Loadings of revenue freight for the week ended June 4, 1949, 
which included the Decoration Day hcliday, total 698,824 cars, accord- 
ing to the Association of American Railroads. This was a decrease 
of 86,000 cars, or 11% below the vreceding week due to the holiday. 
It represented a Gecrease of 122,382 cars, or 14.9% below the cor- 
responding week in 1948, which also included a holiday, and a de- 
crease of 201,923 cars, or 22.4% .beiow the similar period in 1947, 
which did not include a holiday. 


_ ELECTRIC OUTPUT’ HIGHER LAST WEEK DUE IN PART TO 


INCREASED USE OF AIR-CONDITIONING AND 
REFRIGERATION 
The amount of electrical energy aistributed by the electric light 
and power industry for the week ended June 11, was estimated at 
5,300,091,900 kwh., according to the Edison Electric Institute. This 


new lew since early February, 1947. The index fell to 24252 on 
June 7, from 243.00 a week earlier. The latest figure compares with 
286.25 on the corresponding date a year ago. 


Grain markets on the Chicago Board of Trade continued un- 
settled with prices showing further marked weakness. 


Wheat futures suffered a severe setback as new crop grain in the 
Southwest began to move at quotations considerabiy below the old 
crop level. Other depressing influences included the elimination of 
fears of drought in the United States and Canadian Spring wheat 
areas and failure of the CCC to resume active buying of cash wheat 
in the Southwest. Although wet weather delayed harvesting in some 
areas, prospects fcr the new wheat crop continued unusually good. 
Corn was fairly steady although prices were affected by the slump 
in wheat. Country offerings of corn fell off sharply with the easing 
in cash prices; government buying appeared to be at a standstill. With 
corn planting about completed, prospects for the crop appeared bright. 


The domestic flour business remained generally dull despite some 
pick-up in hard wheat bakery flour bookings from the recent very 
low level, 


Inventories of flour are said to be lew and an expansion in 
bookings is looked for when new crop wheat reaches the market 
in volume. 


Lard prices maintained a steady tone most of the week despite 
renewed weakness in vegetable oils. Cattle and hog prices turned 
downward in the latter half of the week although closing quotations 
were slightly above those of a week ago. All classes of sheep and 
lambs trended lower. 


Cotton prices continued to decline moderately during the 
past week as spot market activity dropped to the lowest level for 
any previous week of the current season. 


Weakness in securities and other outside markets cortributed to 
the setback suffered in the early part of the week. Other depressing 
influnces included the continued slump in domestic cotton consump- 
tion and the expectation of another large crop this season. Domestic 
mill demand was cpnfined to small quantities for prompt shipment; 
export demand was reported fairly good. 

There was a steadier tone in prices for unfinished cotton cloth 
during the past week with inquiries for print cloths more numerous 
and demand for bag sheetings considerably improved. 


RETAIL AND WHOLESALE TRADE IN LATEST WEEK CONTIN- 
UES MODERATELY LOWER TREND UNDER LEVEL OF 
COMPARABLE 1948 PERIOD. 


With the aid of special promotions and favorable weather, retail 
dollar volume was sustained at a high level in the period ended on 
Wednesday of last week. However, it was slightly below that of the 
comparable week in 1948, Dun & Bradstreet, Inc., reports in its cur- 
rent summary of trade. Many promotions stressed the approach of 
Father’s Day and featured gifts for graduations and weddings; con- 
sumer response was generally favorable. Many shoppers continued 
to be more critical of price and quality than in previous years. , 

Consumers continued to purchase a substantial volume of 
summer apparel but notwithstanding total dollar vohume failed to 
approach the level attained in this similar week a year ago. 

The demand for women’s moderately priced summer dresses, 
skirts, straw handbags, lingerie and sportswear remained sizable. 





represented an increase of 281,821,000 kwh. above output in the pre- 
ceding week, 168,280.000 kwh. or 3.3% higher than the figure re- 
ported for the week ended June 12, 1948, and 598,099,000 kwh. in 
excess of the output reported for the corresponding period two years 
ago, 


AUTO OUTPUT LAST WEEK AGAIN LOWER DUE TO HOLIDAY 

Production of cars and trucks in the United States and Canada 
the past week advanced to an estimated 134,714 units compared to 
98,087 (revised) units in the preceding week, ““Ward’s Automotive 
Repocrts”’ states. 

The total compares with 100,831 units a 
units in the like week of 1941. 

Last weeks outnut consisted of 105.805 cars and 22,119 trucks 
cuilt in the United States ana 4,252 cars and 2,538 trucks in Canada. 


BUSINESS FAILURES TURN SLIGHTLY UPWARD IN LATEST 

WEEK 

Commercial cand industrial faliures rose slightly to i74 in the 
week ended June 9 from 165 in the previous week, Dun & Brad- 
street, Inc., reports. Casualties exceeded those in the comparable 
week of 1942 and 1947 when 110 and 66 concerns failed respectively, 
but they remained considerably below the prewar total of 279 re- 
corded in the same week of 1939. 

Failures involving liabilities of $5,000 or more increased to 143 
trom 132 last week; this compared with 92 casuzulties of this size a 
year ago. Small failures, those with liabilities under $5,000 dipped 
to 31 from 33 in the previous week but were noticeably above last 


year ago and 134,682 


_year’s level of 18. 


Retail manufacturing and wholesale failures rose in the week. 


| Construction had no change, remaining at 13, while commercial serv- 


ice casualties deciined to 11 from 18 a week ago. Failures were 
more numerous thar in the comp2iable week of last year in all 
industries and trades. The sharnvest relative increases appeared in 
wholesaling and retailing, where cssualties were about twice as 


| numerous as a vear ago. 


All areas reported more failures than a year ago with increases 
particularly sharp in the South Atlantic, West North Central and 
South Central States. 


FOOD PRICE INDEX MOVES SLIGHTLY LOWEK IN LATEST 
WEEK 


Following the steadiness of the past few weeks, the wholesale 


| food price index, conipiled by Dun & Bradstreet, Inc., eased off 


slightly to $5.73 on June 7, from $5.74 the week before. The latest 
figure represents a drop of 19.4% from the $7.11 recorded a year 
ago, at which time iood prices were heading toward thelr postwar 
peak reached in July, 

The index represents the sum total of the price per pound of 
31 foods in general use. 


COMMODITY PRICE INDEX IN MODERATE DECLINE TOUCHES 
NEW LOW SINCE FEB. 8, 1947. 


The daily wholesale commodity price index, compiled by Dun & 
Bradstreet, Inc., continued its downward trend this week to reach a 


| was reported generally. 





Purchases of piece goods for home sewing vose slightly, while retail 
volume of men’s slacks, sports shirts end straw hats increased mod- 
erately. 

Retail food volume was practically unchanged from that of the 
preceding week. Housewives bought approximately as much as dur- 
ing the similar week in 1948. There was a slight decline in demand 
for large meat cuts, but interest in vold cuis, smoked meats and 
canned meats displayed a corresnonding increase. Berries continued 
to be very popular in many areas with demand for reduced-price 
frozen foods large. 

There was a slight increase in the purchases of furniture 
and household goeds last week. Total demand was moderately 
below that of a year ago. 


Bedding, small tables, outdoor furniture and fiber floor cover- 
ings were among the best selling home furnishing items in many 
lccalities. 

The usual seasonal rise in the desnand for silverware and jewelry 
Interest in hardware, sporting goods and 
decorating materials remained large. 

Retail volume for the country in the period ended on Wednesday 
of last week was estimated to be from 2 to 6% below that of a year 
ago. 

Regional estimates varied from the corresponding levels of 
a year ago by the following percentages: New England, East and 
Southwest unchanged to down 4, South and Northwest dewn 3 
to down 7, Midwest down 4 to down 8, and Pacific Coast down 
2 to down 6. 

In addition to the sustained high interest in currently seasonal 
goods, the buyer demand for Fall merchandise rose slightly the past 
week. Total dollar volume of wholesale orders also advanced a trifle 
in the week, but failed by a slight margin to approach the high level 
of a year ago. The number of buyers attending many wholesale 
markets rose sharply following the previous holiday week, but was 
noticeably below the level of the siimtiar week last year. 

Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index for the week ended June 4, 1949, 
Gecreased by 8% from the like period of last year and compared 
with a decrease of 7% (revised) in the preceding week. For the four 
weeks ended June 4, 1949, sales registered a decrease of 6% from the 
corresponding period a year ago, and for the year to date a like 
decline of 4%. ’ 


Retail trade here in New York last week continued to show 
a decline with department store saies volume off by approxi- 
mately 7% for the period. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly veriod to June 4, 1949, 
which included the Memorial Day holiday, declined by 17% trom 
the same period last year, which also included Decoration Day. In 
the preceding week a decrease of 8% was registered below the simi- 
lar week of 1948. For the four weeks ended June 4, 1949, a decrease 
of 11% was reported under that of last year and for the year to 
date volume decreased 6%. 
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Securities Salesman’s Corner 


By JOHN DUTTON 
DEALERS’ “MARK UPS” AND THE NASD AND SEC 


(Continued from page 6) 

that all the rest of us have been doing for a good many 
years, they should finally bring in an order like the one 
mentioned above. We should pay them their share of the: 
$13.28, which is $6.64, and then we should give them their) 
post-graduate course. We should let them run the business_ 
for another three months and try to make both ends meet) 
under the same conditions that the average retail dealer is | 
facing today. AND THEN WE SHOULD SEND THEM) 
BACK TO THEIR JOBS AT THE SEC AND THE NASD) 
AND MAYBE THEY WOULD KNOW A LITTLE BIT) 
ABOUT THIS BUSINESS BESIDES RULES, ADMONI-, 
TIONS, SPEECHES, ADVICE, AND SLAPPING THEM-| 
SELVES ON THE BACK AND DRAWING DOWN THEIR | 
FAT SALARIES, WHICH WE HAVE TO TAKE OUT OF 
THE MEAGRE PROFITS WE HAVE LEFT TODAY, AND 
WHICH WE PAY IN DUES, FEES, AND TAXES. 

No one can judge what is a fair margin of profit or an 
unconscionable profit. Every man is the best judge of how 
much profit he can best obtain in order to meet competition 
and expand his business. That is the way it is in every other 
business AND THAT IS THE WAY IT SHOULD BE IN 
THE SECURITY BUSINESS. We are not talking about 
fraud and misrepresentation—that is an entirely different 
matter. But gross mark-up is a condition of business prac- 
tice and when any bureaucrat can step into a man’s busi- 
mess and pick out even 10% of his transactions and say 
that they are too high—I SAY LET HIM RUN THAT BUSI- 
WESS FOR A WHILE AND TAKE THE SAME RISKS OF 
LOSS AS YOU DO EVERY DAY IN THE WEEK—HE’LL 
FIND OUT WHAT IT IS TO MAKE A GO OF IT. 


It is about time that everyone who believes in funda- 
mental freedom, and the future of our business, sees to it 
that the mandate of the “Chronicle” Poll is carried out, 
urging Congress to repeal the MALONEY ACT. Everyone 
would be better off—the underwriters, the Investment 
Trusts, the Dealers, and the public. A business that is 
slowly starving to death is not good for the country, nor 
































| little better. In ~ é 
| paid more than $2% billion in aid 


1\ that in a pericd of the largest per 
| family income in our history, our 
| people are standing like vagrants 
| before the National Treasury’ Or 
lear. it be that we are witnessing | 
| here at home the creeping paraly- | 


sis of totalitarianism, either of the | 
right or of the left? ae 

The situation in our states 1s) 
1947, the states | 


to local governments. That was| 
almost $75 for each family of | 
four, and represented exactly one- 
third of total state revenues ex- 
cluding unemployment compen- | 
sation taxes. : 

These facts explain wny our 
Federal-state-local taxing system 
has come to look like a crazy- 
guilt. It explains why we have 
what the Hoover Commission has 
called the “problem of duplicating 
and triplicating taxation.’ The 
time has come to tackle this prob- 
lem in dead earnest. This will re- 
quire that ‘op officials of our 
Federal, state and local govern- 
ments inaugurate a continuing 
plan of joint study and action. 
Fortunately, the Secretary of the 
Treasury called a conference Oi 
Federal, state and local officials in 
Washington last month to discuss 
inter-governmental problems in 
taxation and related matters. |! 
attended that conference and I be- 
lieve that it can mark the begin- 
ning of a new era of enlightened 
Federalism. In addition, the Con- 
gress now has before it severdl 
bills to establish a National Com- 
mission on Intergovernmental Re- 
lations. The purpose of such a 
ccmmission would be to study 
ways and means of eliminating 
duplication and overlapping serv- 
ices and establishing a more or- 
deriy fiscal relationship among 
the several levels of government. 
i strongly urge that legislation to 
establish such a commission be 
enacted at once. 


In solving our  intergovern- 
mental tax problems, I am com- 
mitted to no specific plan. But I 
do have some convictions as to 
I would not confine 


| audits. 


the people who are engaged in it. 





Protecting the Taxpayer 


(Continued from page 14) 


procedures that will clearly show 
the people what spending pro- 
grams are contemplated, what they 
will cost, and how wisely the 
money has been spent. 


I have been scanning the Re- 
ports of the Commission on Or- 
ganization of the Executive Branch 
of the government, of which Her- 
Gert Hoover is Chairman and 
Dean Acheson is Vice-Chairman. 
The reading of those reports ought 
to be a “must” for every public 
official and every adult citizen in 
this country. 

In the report on budgeting and 
accounting, the Commission pro- 
poses a plan which would tell 
Corgress ana the public two 
things: “1. On Budgeting: What 
is the money wanted for? 2. On 
Accounting: “What do the tax- 
payers get for it?” In other words, 
the Commission recommends “that 
the whole budgetary concept of 
the Federal Government should 
be refashioned by the adoption of 
a budget based upon functions, 
activities, and projects.” It calls 
such a document a “performance 
budget.” 

I am convinced that there is 
need for a similar reform in every 
State, county and city in the 
United States. Two years ago I 
mrade a study of the tax and reve- 
mue system of the State of Ohio 
end its political subdivisions for 
the Governor and General As- 
sembly of my state. The purpose 
of the study was to suggest ways 
and means of aiding local govern- 
ments. The key to the problem 
Was an index of local needs. But 
that index was exceedingly. elusive 
simply because of the lack of ade- 
quate budgeting and accounting 
procedures on the part of local 
governments. 





I think that businesslike budget- 
ing and accounting, from the Fed- 
eial Government on down, would 
expose startling information. I 
belicve it would reveal countless 
cesspools of waste and extrava- 
gance that always develop in gov- 
ernmental units that, having no 
controis, tax ard spend and spend 
the tax. 

I have already alluded to our 
huge national debt. Perhaps you 
have wondered how it can ever 
be paid. A recent book, entitled 
“Our National Debt—Its History 
and Meaning Today,’ suggests 
what ought to be an obvious un- 
swer. It says that “the Number 
One task of debt reduction is to 
control the overali total of gov- 
ernment spending.” I wish to add 
that governments not only must 
spend less but also that govern- 
ment spending should not be used 
to win political support at elec- 
tions. 

Budget and accounting reform, 
however, are not enough. Govern- 
mental tax structures themselves 
have become terribly confused 
and overlapping. 

The Federal Government is now 
taking such a iarge slice out of the 
tota! tax dollar that the tax re- 
sources of the states and their 
local governments are being se- 
verely restricted. As a _conse- 
quence, state and local govern- 
ments have came to.look inore and 
mere to Washington for grants-in- 
aid. The growth of these grants 
is amazing. From a mere $5 mil- 
lion in 1915 they have mush- 
rcomed to weil over $1 billion in 
1947. In other words, Federal 
grants have increased 200 times in 
32 years, and now aggregate $32 
for each family of four in this 
country. 

Does it seem strange to you 


principles. 
state and local governments to ex- 
clusive reliance on their own tax 
resources. That would doom cer- 
tain areas of our land to substand- 
ard existence or poverty while 
other areas live in relative luxury. 
At the same time, I am opposed to 
the unbridled extension of gov- 
ernmental subsidies or grants-in- 
aid. That policy will ultimately 
destroy local financial independ- 
ence upon which the integrity and 
strength of state an: local govern- 
ments are closely dependent. We 
should have centralization of tax- 
ation with subsidies or grants-in- 
aid where necessary. At the same 
time, every possible effort should 
be madc, as the Hoover Commis- 
sion recommended, “to leave to 
the localities and the states ade- 
quate resources from which to 
raise revenue to meet the duties 
and responsibilities of local and 
state governments. Thus we shall 
maintair. strong local self-govern- 
ment, which is the fountain-head 
of democracy and our republican 
form of government in America. 


Iti 


Easing the Tax Burden Through 
Sound Tax Administration 


Finally, I wish to speak directly 
to the taxpayer. You may have 
an academic interest in tax 
structures, but what you most 
want is substantial tax reduction. 
Suppose, however, that is not pos- 
sible now or, being possible, is 
not accomplished. Can anything 
else be done for you? I think it 
can within the iield of tax admin- 
istration. 


The one thing that you as tax- 
payers dislike mcre than paying 
taxes is a tax administration that 
favcrs some of you and prejudices 
others. It is in the area of admin- 
istrative enforcement, however, 
that we are most tragically defi- 
cient in achieving consistency and 
impartially of treatment among 
taxpayers. There are persons of 
naive temperament who believe 











; that tax enforcement is not par- 


ticularly necessary in a nation 
with high moral standards such as 
we beiieve ours to possess. That 
is a dangerous misreading of our 
scciety and our times. Selfishness 
and greed are as rampant as ever. 
Without adequate enforcement of 
tax iaws, substantial segments of 
our population escape their re- 
sponsibility to organized society; 
and that is where tax equality be- 
comes a myth. 

I know of only two effective 
ways in which to cope with this 
situation. First, there is no sub- 
stitute for field examinations and | 
There is need, however, 
for better coordination of audit 
activities Federal and state agen- 
cies, which now exchange infor- 
mation, should try to develop joint | 
audit procedures. These would | 
make possible the maximum util- | 
ization of enforcement personnel | 
and also minimize duplication of | 
effort which results in annoyance | 
to taxpayers. We need to remem- | 
ber that the cost of administering | 
a revenue system which Adam| 
Smith emphasized in his fourth | 
maxim of taxation involves not | 


only the outlay by government | 


but also the expense, in time and | 
meney, which the taxpayer must | 
meet in complying with the re- 
quirements set up by the tax ad- 
ministrator. 

The second, and even more 
needed enforcement program, con- 
sists of compliance techniques 
which will assure the filing of re- 
turns and the payment of taxes by | 
all persons liable therefor. Too} 
often tax administrators have| 
been guilty of auditing the same | 
taxpayers year after year without | 
even inquiring whether others are | 
escaping taxation entirely. 


There can be no justification | 
whatever for a situation in which | 
one taxpayer is required to pay 
nis taxes while his tax-dodging 
competitor is permitted to escape 
his share of the burden. The) 
great majority of people pay taxes 
nonestly and on time. It is highly 
desirable that we protect their in- 
terests as well as those of govern- | 
ment by universal enforcement. 


Moreover, fairness to the tax- 
payer requires adequate machin- | 
ery for impartial review of all tax | 
determinations at the administra- | 
tive level. 

I loathe administrative abso- 
lutism. Many persons look upon 
acminstrative law itself as a 
Michiavellian distortion of our 
legal system. I do not agree with 
that, for administrative law does 
have an established place in our) 
jurisprudence. The difficulty is) 
not with administrative law but | 
with the way in which it oper-| 
ates. Much of the resentment | 
toward administrative bodies | 
stems from the suspicion that they | 
fail to recognize the priciple, in-| 
extricably imbedded in our judi- 
cial system, that every man has| 
the right to a full and complete | 
hearing. The late Chief Justice 
Hughes once described the ad-/| 
ministrative hearing as an “inex- | 
orable safeguard,’ and said that 
“it is essential alike to a legal 
validity of the administrative reg- | 
ulation and to the maintenance of | 
public confidence in the value | 
anc soundness of this important 
governmental! process.” 


I believe that all involuntary | 
tax determinations should be sub- | 
ject to review, in the first in-'| 
stance, by the tax administrator. 
From his final determination a | 
right of appeal to an appellate | 
board and the courts should be) 
provided. The review of a tax| 
matter, however, should be con- | 
ducted in a neutral atmosphere. | 
It is unfair to the litigant to re-| 
quire that his tax determination | 
be reviewed by the particular in- | 
dividual who made it. It is un-| 
fair to that individual to require 
him to sit in.judgment on his own 
action. Taxpayers should feel 
that they are getting a fresh and 
impartial consideration of their | 
tax problems; and assessing offi-| 
cials should be free to defend 
their own honest convictions. This | 
is the essence of justice, whether ' 


| 











in the courts or betore administra- 
tive bodies. 
Conclusion 

In discussing our growing tax 
burden and the need for legisla- 
tive and administrative reforms, I 
have spoken quite intentionally in 
a serious mood. I fully realize 
that on every side there are in- 
creasing legitimate demands for 


_additional revenue to provide for 
| the general welfare of our people. 


Nevertheless, I think we have 
reached a point where increases in 
the services of government, no 


| matter how desirable they may be, 


nmiust be evaluated in terms of the 
burden upon the taxpayer. There 
was a time when this was a factor 
in determining how much govern- 
mental service should be bought 
with public funds. It must be a 
factor once more. There are pow- 
erful lobbies behind the tax 
spencers. There are very few 
spekesmen for the taxpayers. 
Semehow, in our wilderness of 
taxes, their voices must be heard. 

Protect the taxpayer and you 
protect the revenue. 


First Boston-Blyth 
Group Offers Central 
Arizona Lt. & Pwr. Pfd. 


The First Boston Corp. and 
Blyth & Co., Inc. jointly head an 
underwriting group which offered 
to the public June 15 a new issue 
of 80,000 shares of $2.50 cumula- 
tive preferred stock, $50 par value, 
of Central Arizona Light and 
Power Co. The stock is priced at 
$50 per share, plus accrued divi- 
dends, 

Part of the proceeds of the sale 
will pay off outstanding construc- 
tion loans and the remainder will! 
be applied to a construction pro- 


gram which is estimated to cost 
about $19,125,000 during 1949 and 


1950. The company is presently 
installing two new _ turbo-gen- 
erators, one of 11,500 kw capacity 


_and the other 60,000 kw capacity. 


_The stock is redeemable at any 

time by affirmative vote of the 
majority of common stockholders 
at prices ranging from $52.50 
through June 1, 1954 to $51.00 
after June 1, 1£34, plus accrued 
dividends. 


_ The company supplies electric- 
ity and gas chiefly in and around 
Phoenix, Arizona. During the 
twelve months ended March 31, 
1949, the company received 72% 
of its revenue from electricity and 
28% from gas sales. For that 
period the company reported total 
operating revenues of $10,604,312 
with net income of $1,537,662. 
Giving effect to this financing, 
the company will have outstand- 


| ing a total of $15,000,000 of funded 


debt; 155,945 shares of $1.10 cumu- 
lative preferred stock, $25 par 
value; 80,000 shares of $2.50 cum- 
ulative preferred, $50 par value, 
and 1,140,000 shares of common 
stock, $5 par value. 


Jones With. First Securities 


(Special to THe FINANCIAL CHRON CLE) 


GREENSBORO, N. C.—George 
G. Jones has become associated 
with First Securities Corp., 111 
Corcoran Street, Durham, N. C. 
He was formerly with McDaniel 
Lewis & Co. 


With Buckley Brothers 


(Special to THe Financia, CHRON-CLE) 

LOS ANGELES, CAL.—Harry 
J. Bastion is now connected with 
Buckley Brothers, 530 West 6th 
Street. He was formerly with 
G. Brashears & Co. 


Elected Director 
William B. Robbins, of Rey- 
nolds & Co., New York City, was 


} 





elected a director of the Herman - | 


Nelson Corp. at the annual meet- 
ing of stockholders. 
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Let's Have Equity for Equity Capital 


(Continued from page 2) 


proprietor of family-owned enter- 
prise, a market such as we are 


now experiencing means that all | 


capital values must be reduced 


proportionately. To every group | 


contemplating investment in new 


enterprise or debating expansion, | 


the question is raised as to what) - 4 
rates. Still more serious, however, 


rate of return must be earned to 
justify the use of funds for un- 
sheltered investment, and the 
prices of stocks cannot be ignored. 
Our studies show that, depending 
on the industry, it takes from 
$3,000 to $36,000 per worker to 
provide a job and this figure is 
an understatement because the 
worker in going companies is 
using other assets acquired when 
the price level was much lower. 


Savings Are Plentiful 


Savings, however, we are told 
are plentiful. The savings figures 
are brought up every time we 
bring up this question. Without 
gOing into detail, the very size of 
aggregate savings, in conjunction 
with the apathy toward owner- 





) years on our stock of capital, we 


would expect to find both capital 
formation and expenditures for 
new plant and equipment pro- 
ceeding at a pace considerably in 
excess Of the average ratio of the 
years before 1929. Instead, they 
have been falling behind or, at 
best, just about equalling these 


in its implications for our future 
economic growth, is the fact that 
expenditures for plant and equip- 
ment tended to level off during 
1948 and threaten to show an 
absolute decline in 1949. 


“While plant and equipment 
outlays for the four quarters of 
1948 were larger than outlays 
during corresponding periods one 
year before, the successive per- 
centage increase showed a gen- 
erally downward trend. Official 
estimates indicate that expendi- 
tures for the second quarter will 
fall slightly below those of the 
corresponding period of 1948, and 
that during the second half of 
1949 they will be about 14% be- 
low those of the last half of 1948. 


ship, tell the story. Savings, like|It is particularly significant that 


water, will not run uphill. 
flow of savings is largely in the 
direction of riskless investment 
and the attainment of a creditor 
or preferred position. 

Until recently, everyone—do- 
mestic and foreign observers alike 
—admired the adventurous spirit 
of Americans. New products, new 
businesses, and new jobs—these 
cannot develop from riskless in- 
vestment alone. Rather than con- 


clude that Americans have) 
changed, the inference must be) 


that the change in conditions has 


forced a change in their attitude. 
and equipment will materialize. 
|'We would not indeed be setting 
,our sights too high if we endeav- 


Faulty Tax Structure 


These conditions arise out of the 
faulty tax structure. Your knowl- 
edge of industry and your experi- 
ence in meeting the various and 
sundry tax bills undoubtedly have 
convinced you as to the imperative 
need for improvements 
structure. 
that revenue requirements in the 
foreseeable future preclude the 
thorough revision of the Federal 
tax structure and the integration 
of Federal and local taxes and 
personal and corporate taxes that 
are urgently necessary. When the 
best is unattainable, it is good 
sense to accept the better. It is 
for that reason we are concentrat- 
ing, in our new study, “Jobs and 
Taxes,” to be published shortly, 
on only two phases of Federal 
taxes. With no loss of revenue to 
speak of, and a prospect of ulti- 
mately increasing revenues, 


changes at these strategic points’ 


made now would turn the tide and 


help make the jobs without which | 
frustration | 


disappointment and C 
face so many of our young people. 


Dynamic Economy Needs 
Adequate Capital 
Whether you represent con- 
sumer goods or capital goods in- 
dustries, I am sure you are agreed 
that a dynamic economy is 


synonymous with adequate capital | 


formation. The high degree of 
postponability of consumer dur- 


able goods accentuates the fluctu- | 
ations of business activity and em-_| 
econo- | 


ployment. Government 
mists would like to have the 


public spend more of their income. | 


They: will if they are confident 
about their jobs. High employ- 


ment goes hand in hand with high | 


expenditures on capital and equip- 
ment. In fact, the deficit at the 
end of the war was so large that 
in current prices it is estimated 
it would require nearly a decade 
of spending on new pliant and 


equipment at recent rates in order | 
merely to erase the accumulated | 


deficit. 
To quote from ‘the study to 
which I have ‘alluded: “In view 


of the ravages of the past sixteen 





in this) 
I am afraid, however, | 


The | the decline in capital expenditures 


reflects in part the fact that the 
growth in the number of business 
enterprises had virtually ceased 
before the close of 1948 and that 
the increase in the number of 
small firms already in existence 
was seriously retarded. A continu- 
ally increasing proportion of ex- 
penditures by manufacturing con- 
cerns was accounted for by firms 
with assets of $5 million and over. 
It is vital that we take steps to 
create a more favorable climate 
for investment so that no serious 
drop in expenditures on new plant 


ored to maintain such outlays in 
the future at a rate above 
levels.”’ 

Recommendations 


To this end I make the follow- 
ing recommendations: 

(1) Attack the problem of 
double taxation of dividends by 
allowing individuals a credit for 
dividends received when com- 
puting their Federal income lia- 
bility. The credit should begin 
with 10% and be increased later 
as the general budgetary situation 
permits. 

(2) Change the tax treatment 
of capital gains and losses by re- 
ducing the maximum effective 
rate on capital gains from 25% 
to 10% and the long-term holding 
period from six months to threc 
months. Allow individuals 
charge a maximum of $5,000 of 
capital losses against their ordi- 
nary income each year. 


Given these changes, I visualize | 


a current of renewed vigor run- 
ning through the economy. This 


would break the vicious cycle | 
which has caused only a trickle | 
| from either the vast pool of stag- 


nant capital or the present accre- 


‘tions of savings to enter the job-| 


making processes. It would en- 
able business to liberalize divi- 


dend payments and avoid con-'| 


tractual obligations that neces- 
sarily restrict freedom of action 
and add to economic rigidities 
that are already too severe. 


Earlier this week the monthly 
report on the labor force was 


published by the Bureau of the | 
It showed that unem- | iC 
-C. Klahorst has become affiliated 


Census. 
ployment had risen again to the 
highest level since the Spring of 
1942. The rise in unemployment 
was contrary to seasonal expecta- 
tions, and was partly attributable 
to the number of young persons 
of high school and college age 
seeking work. 

We cannot attribute unemploy- 
ment to speculative excesses or 
to.a weak banking structure; or 
to the failure of wage rates to 
keep pace with the cost of living. 
Certainly, the answer can’t be that 


1948 | 


‘lis threatened. 


to | 


} 


|continued well-being. 


‘With Marache, Sims & Co. 


the government is spending tco 
little. All of the standard argu- 
ments fall by the wayside. 


A New Venture Capital 
Campaign 


My message to you is that we 
should begin at once a new cam- 
paign — a venture capital cam- 
paign. You and your associates 
can, out of your unusual experi- 
ence and knowledge, tell Con- 
gress, in specific understandable 
terms, how much your company 
has to invest to hire an additional 
employee, or install an additional 
machine; how much you or others 
who might be in a position to as- 
sume risks of enterprise would 
have to receive to make a divi- 
dend attractive, after taxes; what 
your rate of profit on a dollar’s 
additional investment would have 
to be to pay such a dividend; the 
change in your debt-net worth 
ratio and the reasons why you 
would prefer, under more equit- 
able tax treatment, to obtain 
permanent ownership funds rather 
than borrowed capital. And you 
can tell Congress why capital 
gains taxes represent a mingling 
of two different concepts, income 
and capital, and why the present 
rate cuts into the willingness to 
put funds to work to bear the 
brunt of inevitable economic 
squalls and storms; tell the story 
to stockholders and workers, in 
annual reports and _ enclosures 
with dividend checks and in house 
organs, at social gatherings and 
in meetings of business men. No 
story is fraught with greater sig- 
nificance to the country’s eco- 
nomic welfare. 


What I propose is an all-out at- 
tack on a tax structure that is 
| obstructing expansion and throt- 
'tling incentive and _ initiative. 
| Squeezed between institutional 
'changes of a deep nature and a 
|hostile tax structure, realistic 
treatment of ownership savings is 
'demanded. When farmers were 
'injured by forces of a genexal 
| character in relation to the condi- 
‘tions affecting the rest of the 





° . ! 
country, farm parity was devised 


to correct the situation; when 
legislation lagged behind eco- 
nomic forces and labor was at a 
disadvantage, labor was granted 
‘the equivalent of parity treatment. 
Ownership, which lies at the base 
of the whole economic structure, 
The situation must 
be corrected. What I am striving 
for, in effect, is merely parity for 
ownership in so far as the extra- 
ordinary fiscal situation will per- 
mit. Fortunately, strategic changes 
can be made that will help acti- 
vate stagnant pools of existing 
funds and energize current sav- 
ings. But these changes cannot 
wait. 

This isn’t a fight in behalf of 
a few imaginary absentee owners 
of industry; or executives who 
have already made their place 1m 
industry. It is a fight to encour- 
age industry, to remove the basis 
for the fear that is spreading, to 
prevent hardening of the eco- 
nomic arteries. 

Equity for equity capital is the 
slogan in this venture capital 
campaign. I ask you to join with 
/me in the interest of the nation’s 


(Special to THE FINANCIAL CHRONICLE) 


LOS ANGELES, CAL.—Robert 


Off The Skids— 


(HOW AND WHEN BUSINESS AND THE STOCK 
MARKET WILL RECOVER) 


(Continued from first page) 


consumers have given up hoping 
for still lower prices, or until 
prices look as though they could 
not go much lower—which only 
happens when goods are selling 
below costs, and most corpora- 
tions are making losses. 


But men get hurled out of work 


meanwhile by this Law of 
the Falling Market. 
Meanwhile inventories 


tend to grow, if anything, instead 
of being reduced. 


It happens under our noses to- 
day. Great is the weeping and 
gnashing of teeth. 


Inventories today are $54,000,- 
000,000 . . . or 25% greater than 
the whole of the national income 
in 1932; and 50% greater than 
England’s national income today 
; even though these inven- 
tories, in proportion to America’s 
national income, are not abnor- 
mally large. 


But about half of this inven- 
tory is held on borrowed money 
(some $28 bns.); and the bor- 
rowers thereof hate holding 
stocks on a falling market .. . 
so naturally they try to reduce 
their inventories . even 
though such a policy is largely 
self-stultifying. 

In effect all they do is to make 
trade much worse. And if they 
also voluntarily pay off'loans to 
bankers, or if the nervous bank- 
ers cali in loans, it also means 
monetary deflation, unless the 
bankers.re-lend or invest else- 
where . .. which as a rule they 
do not do, because they also get 
frightened economically. 


Hence the $54,000,000,000 of in- 
ventories hangs like a sword of 
Damocles over business .. . pro- 
ducing scare and fear—and bad 
trade. 

Silly, 
sad. 


isn’t it? Curious! But 


And as men get thrown out of | 


accustomed jobs, they hate The 
System .. . and vote for Lenin. 


*# 


Another point I have often em- 


phasized is that when the pro-| 
ducers in an industry lose their | 
bargainin ower with consumers | 

e as ya : _turn any such slump around and 


—and it happens whenever in- 


ventories get 





pretty big—they | 
never regain it until lack of prof- | 
its has caused them to reduce} 


Slumps thus cure themselves in 
the end, by reducing supply in 
relation to demand. 


What Stops a Slump 


Normally you must expect gen— 
eral slumps to go on until people 
stop hoarding money either 
through fear or in the hope of 
lower prices— which will prob- 
ably not be until most industries 
are selling below cost at a loss 
(which makes further large falls 
unlikely); or until the banks 
cease contracting their loans an@ 
deflating credit; or until the gov— 
ernment counteracts this “nat- 
ural” deflation, and the “natural” 
slump, by injecting new money 
into circulation (by means of 
lower taxes or unbalanced budg- 
ets or by borrowing from the 
banks for public works). 

Such inflation will not only re— 
duce the fear of lower prices but 
also create the expectation of 
higher prices . . . thereby prob-— 
ably re-priming the pump and 
starting general trade upwards 
once again. 


Assuming a government has 
adopted the policy of ironing out 
such portions of natural booms 
and slumps as are due to the 
MONETARY factor, the art of 
central banking is to increase the 
supply of money either when the 
commercial bankers start con- 
tracting the supply of it, or when 
the public start increasing their 
so-called store-of-value demand 
for it, by hoarding. 

The public may hoard money 
in the HOPE of lower prices. 
Businesses do so in the FEAR 
thereof. 


Thus to some extent the money 
managers can counteract general 
business mal-confidence by cre- 
ating less confidence in money— 
which occurs when you threaten 
to increase the supply! It sounds 
rather funny but that is a fact. 

I see it around the corner—in 
America—as in 1935. 

The point is that a government 
can always inflate money, if it 
wants to, so rapidly, as to inject 
sufficient new monetary purchas- 
ing power into the system, as to 


convert it into a revival. 


It might not be wise, but it can 
be done. 


production until at last it becomes; The worse things get, and the 
even less than consumption) faster they get there the sooner 
(new purchases), thus gradually | and more violently will the gov- 
reducing inventories once more. (ernment use their 12 cushions and 
But before this happens the/ turn on the gas. 
profits of ALL the companies in| Politically they cannot afford to 
the industry will be lowered and | do otherwise for they would be 
those of the marginal producers} voted out at the next election. 
will disappear and turn into! Economically it is also probably 
losses. |right to do so, for the existing 
These marginal producers will| burden of government debt can- 
(must) go through the wringer.| not be supported within America 
For that is the very nature of the | at a price level much lower than 
profits system which ail of | that of 1939 (i.e., 40% lower than 
us so ardently, on principle, sup- | that of today). 
port! With such a debt, we must have 
For is it not the duty of price, large trade . . in terms of 
to fluctuate parallel with demand,| MONEY. And to get that you 
and to reduce profits until it| must maintain a fairly high gen- 
forces a reduction in production | eral price level. Otherwise you 
and supply, thus adjusting supply | would over-enrich the Rentier 





with Mareche Sims & Co., 458) 


South Spring Street, members of | 
ithe Los Angeles Stock Exchange. | 
|'He was previously with Morgan 
| & Co. and First California Co. 


| Two With Brereton, Rice 





(Epecie! to THE FINaNciaL CHRONICLE) 


DENVER, COLO.—Roy C. Ed-! 


wards and Richard W. Mitchell 
| have 
'Brereton; Rice & Co., Inc., First 


become associated with| 


National Bank Building. 


to diminishing demand. 


And does it not do so via prof- 
its—and losses? 


Ail Slumps Are Only Temporary 
Since (however) the prospec- 


tive fate of’ almost all companies | 


in almost all industries is to .go 
partially through: the wringer as 


above, the practical stock market | 
question arises as to how their | 
| stocks will stand up during this 


(purely temporary) process. 


because the economic good done 


by the disappearance of profits is | 
' such as eventually to restore bar- 


gaining power and profits. 








. at the expense of the worker 
and the Entrepreneur ... an@ 
probably get a smart revolution. 


Hence the politician will come 
to the rescue of the bull... 
sooner or later .. . for that is 
our system. ’ 


And since an election occurs in 
November, 1950, I expect the 
“gas” six months before that date, 
say in the spring of 1950 or about 


| a year from today, or earlier. 
And I say “purely temporary” | 





How About the Stock Market? 

What however we. speculative 

investors will want to know is 
(Continued on page 38) 
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Tomorrow’s | 
Markets | 
Walter Whyte | 
Says — 


By WALTER WHYTE! 


Sharp break brings equally 
sharp rally closer. New “buys” 
being prepared. 

To say that I told you so 
will hardly give anybody sat- 
isfaction. It is nice, of course, 
to point to the record with 
pride, bowing in all directions 
to the expected applause. 

%% u % 

My guess, however, is that 
there’ll be no applause and 
instead of compliments I'll get 
letters telling me in effect 
that I’m a dirty soandso. 

ws *% 

Last week’s column, a ram- 
bling dissertation on stock 
market philosophy, was writ- 
ten from Chicago. This one is 
being pounded out in New 
York. But the picture is the 
same. However, you're not in- 
terested in a rehash on what 
has already passed, except 
where such a melange will 


There is now a_ topheavy 
short interest in existence. 
Once it starts to run to cover, 
it can bring about a sharp re- 
iversal in opinion, no matter 
/how unwarranted. 

| % we % 

I have deliberately avoided | 
suggestions to add to the two) 
stocks we held as of last week. | 
‘I don’t know about future 
earnings or how the present 
wage demands by various! 
unions will affect them. All I| 
know is that just as weeks 
ago a reaction was signalled, 
so today the signs of a market | 
recovery are starting to crop! 


up. } 

One more week of the kind | 
of market we saw Tuesday 
and I’ll start thinking of add- 





ing more stocks to the list. As 
of this writing, 
bought at 2142, was stopped 
out when it broke 20. 


Dresser, | 


| say in advance how far he thinks 
a slump or boom will go, or to 
| give any dates which might help 
| his readers. Experience shows it 


leaves you with one stock —| 


‘Newport, bought at 10 with a 


stop at 8!2. 


Bid eon tir | 
So long as you are in that| 


kind of position the current | Dow Industrials 


gyrations of the stock market 
need not concern you too 
much. Perhaps, next week 
I’ll have a new list for you to 
consider. 


More next Thursday. 
—Walter Whyte. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the’ 
Chronicle. They are presented as 
those of the author only.} 








«Off The 


how far stocks will fall as profits 
decline, or disappear. 

Will they fall faster, or slower, 
that profits or what? 


How Low the Dow? 


Another question to ask our- | 
selves is the level to which an) 
individual stock like Chrysler, or | 


Index are likely to fall, even if) 





give you an idea of the future. 
% %* % 

That the averages broke to. 
a low since August 1945 is no. 
longer a secret. If you’re long | 
of any stocks you re aware ol 
it. How painfully, depends on 
what your activities have been 
in recent weeks. If you're a 
follower of the Dow theory 
you already know vourre still 
in a bear market. But no 
theory—at least none I know 
of—will tell you when a bear 
market is over; at least noi 
soon enough to profit realis- 
tically. For that you will have 
to depend on your own intelli- 
gence plus a knowledge of 
tape activity. 





ot 
* * 


A few issues back when I 
warned that a sharp break 
was indicated I also wrote 
that the break itself had with- 
in it the seeds of a rally that 
could develop considerable 
proportions. Despite the sharp 
reaction of Monday this week, 
this opinion hasn’t changed. 
Some signs of its nearby ap- 
proach was evident Tuesday 
when the down march of the 
previous day was halted. 


run at a loss for a while. 


My own guess is that even if, 
Chrysler made losses of $5.00 per | 
share in 1950, they would not fall | 
much below 40 . . . for a loss of | 
$5.00 per share would only mean 
a loss of about $50 million on. 


their 8,702,264 common stocks; | 
and their net quick assets today 
are about $26 per share—namely 
$226,000,000. 


If the Dow Index itself were 
to make a loss instead of a profit 
—in 1948 the profit was $22.00— 
I agree it might fall to well un- 
der 90. 


But a loss for the companies in| 
the Dow as a whole is almost un- 
heard of. Many of fhe shares in| 
the Dow Index are of a relatively | 
stable nature like Telephone and | 
the food stocks. They rarely make | 
actual losses. The Average | 
earned thirty-one cents, and paid | 
four dollars, even in 1932. 

| 


Moreover, the 30 Dow stocks | 
are not marginal companies. 


Marginal Producers ... Or Not? | 


Earlier in this essay it has been 
suggested that going through the 
wringer, and making losses 
cyclically is inevitable. That is 
broadly true . but it is NOT 
true for quite ALL the companies 
in every industry. 

Several industries may even es- 
cape as may several com- 
panies within each industry. | 

Essentially it is the “marginal” | 
or highest-cost companies which | 
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habitually make the losses. And | 
| it is mainly they who totally close | 
— and assist in reducing sup- | 
ply. 

Admittedly, whenever profit 
margins are sharply reduced, 
ALL the companies in any indus- 
try will make smaller profits and 
partially reduce their production 

. . this also helping adjust sup- 
ply to demand. But only a fourth 
will close down. 


My point is that it is the) 
MARGINAL companies which 
chiefly adjust supply to demand | 
in any one given industry. 

The 30 giant stocks in the Dow | 
Industrial average are not mar-| 
ginal companies. Their profits | 
thus tend to disappear less quickly 
than those of their rivals. In- | 
deed, even in the crash of 1938) 
| the Dow Average was still earn- | 


ling $6 











(Continued from page 37) 


| if its profits fell 66% from recent 
| highest . . 


‘stocks in general like the Dow | 2nd that if it does the government 


- , : they | - 
their profits disappear and y | bis sth Gas BOs Conant! 


| since the war began and that most 
|of this increase will remain 


| that they stood at in 1939. The 


| higher plateau. 


today’s depreciated dollars, you 


Skids— 


Dividends. (The index fell to 98.) 

A better approach might be to 
ask yourself at what price each 
company in the Dow would sell 


with the Dow earn- 
ing $7. 

Personally I do not think the 
Dow will fall much below 150... 


will turn on the gas very rapidly 
although of course I might 


There is also the “Asset” ques- 
tion to consider. 
Higher Plateau Probable | 


Remember that our bank money 
has been increased three times 


permanent so that there is a 
cushion against prices falling over 
the next few years to the levels 


should bolster | 
semi-permanent 


monetary factor 
them up on a 


And since the market prices of 
the Dow Index are measured in 


ought, I guess, to add about 33% 
to your prewar idea as to what 
was a “normal” level for bs 
Dow. 


Add 33% to a prewar figure of | 
say 120. The resultant figure is 
160. 


I know this is guessing, but that 
is my guess. And I make it even 
though I am aware that cyclical 
slumps land companies with 
losses, even if a postwar plateau 
is 50 times higher than prewar. 
The point is that costs also rise 
with prices, and narrow profit 
margins may be easily wiped out. 


The fact however that plant 
cannot be replaced at anything 
like prewar dollar figures is, and 
ought to be, an elevating factor. 


In other words, although highly 
pessimistic for trade over the 
near future; and although expect- 
ing an enormous number of com- 
panies to make losses within the 
next 12 months, I am not so very 
pessimistic on stocks, partly be- 
cause they never rose parallel 
with earnings, partly because 
they have already fallen enor- 
mously in many cases, partly be- 
cause the government will even- 
tually interfere, and partly be- 
cause the dollar itself has been 
depreciated. 


My broad policy therefore re- 
mains one of being about 50% in 
cash and 50% in securities 
temporarily lowering one’s per- 
centage in commen stecks to only 


25% of total capital, if the charts 
are giving unfavorable readings, 
as today. 





nodities (B.LS. 


Wholesale Commodities 
Index ) 
Farm 
Other than Farm and Food_-_-_- 

Ind’] Production (F.R. Index)__-_~ 


I do not guarantee the above 
various movements; and even if 


pect them to get there 
straight line .. . but to zig-zag. 


ad 


Summary of My Views 
(1) All slumps are only tem- 
porary. 
(2) We are eventually headed 
for another Bull Market, both in 
trade and stocks. 


bought long—over a year—before 
trade reaches its nadir. 
theory of superdiscounting. 
Digest 220.) 
1950. 

(4) The speed with which trade 
continues to slump, and begins to 


Perhaps before mid- 


government policy. 
tion is ahead in November, 1950 


act six months before then 
unless its policy is to keep the 
reflationary ammunition up its 
sleeve until the next Presidential 
election in 1952. 

(6) Pump priming however 
usually needs about nine months 
to “catch.” I expect it in the 
spring of 1950... or earlier. 


(5) Since a Congressional elec- | 


the White House will probably | 


This | is safer to hedge in order to “pro-' 


they turn out right, I do not ex-| 
in a} 


(3) Stocks should, I think, be | 


(My new | 
See; . 
will be to prepare my readers, in 


revive, will largely depend upon. - 


tect” one’s reputation. But this is 
yellow. ’ 

In case they might possibly help 
my readers, I append some wild 
guesses as follows. 


Next 
Cyclical 
High 
(Within 
Lowest Today’s 1946-9 10 
Expected Figure Highest Years) 
140-50 161 213 250 
135 158 170 150 - 
145 170 210 150 
130 150 156 150 
140 182 245 250 
(7) I certainly do not expeet 


general trade to revive within 12 
months, and probably not for 20. 
(8) Stocks however might well 


| revive a year or two in advance 


of trade. 

(9) At present they look to me 
like going lower, despite their 
low prices, for industrial fear is 
now rapidly spreading. The situ- 
ation contains some of the in- 
gredients of a panic. 


(10) For the moment I prefer 
cash to stocks; and the so-called 
defensives to the Cyclicals. 


(11) Henceforth my chief job 


advance, to buy heavily at a time 
when you (will) feel that it is 
totally wrong, illogical and crazy 
. . and “clearly” much too soon, 
and “obviously” no hurry. 


(12) If the panic continues to 
minus about 4 points below the 
Dow theory “get out” signal of 
162 namely to about 158 

. I would wade in blindly and 
buy another quarter. 

Thereafter I would (probably) 
wait until the chart again gave a 
bullish pattern, before buying any 


| more. 





threatens the crogressiveness and 
freedom of the system. 


Reasons for Confidence 


However, I should like to state 
briefly my reasons for confidence 
in our capacity to maintain high 
employment and point out what 
seem to me the chief question 
marks remaining in this area. I 
may list some of the main changes 
in institutions, policies and know- 
hew of the past 20 years which 
have increased our capacity to 
avoid serious depression in the 
foreseeable future: 

(1) Our monetary system has 
been strengthened since 1929. In 
part, this is a result of steps taken 
during the depression, such as the 
insurance of bank deposits and 
the extension of the power of the 
Federal Reserve to provide liquid- 
ity to the banking system. In part, 
it is the by-product of war fi- 


supply 
errment debt, rather than upon 
private debt. It :s unlikely that 
a business contraction under pres- 
ently existing conditions would 


the money supply as a conse- 
ness debt. 
cating that a large national debt 
large debt is good, a larger one 


will be better. Not at all. But 
it is important to recognize that 


Gevastating depression have left 


'us with this large existing debt. 
It is an actual fact, not something 


does warrant the conclusion which 





Wild Guesses 
After the event it normally 


has been drawn, namely, that a 


| business contraction just 


quence of the contraction of busi- | “9 ; - ein o 
Let me make it per-| Nor do I wish to imply that if a 


fectly clear tkat I am not advo-| 


eral Government. 
bring with it a large shrinkage of | 


is a blessing, nor do I wish these | 
remarks to be construed that if a/| 


Can We Maintain a 
High Level Economy? 


(Continued from page 10) 


by a large shrinkage of the money 
supply. In part, too, the strength- 
ening of our monetary system 
reflects the accumulation of ex- 
per:ence on the part of our mone- 
tary authorities. As evidence of 
this, I would point to the well- 
timed and delicate action of the 
Federal Reserve during the past 
six months. I think one may now 
say with confidence that we shall 
not have another great monetary 
collapse such as the one which 
accompanied and greatiy intensi- 
fied the depression of the °30s. 
(2) We have, mainly as a legacy 
of the War but partly as a result 
of domestic social policy, a Fed- 
eral budget which is very large 
in relation to our national income. 
Now there is no doubt that the 
size of the Federal budget raises 
a serious problem for the pro- 
gressiveness of the economy. But 


|from the standpoint of the sta- 
nance, which ieft us with a money | Mite of the comets. Cee be 
largely based upon gov-| y, th 


doubtless advantage in having so 
large a part of the demand for 
goods underwritten by the Fed- 
Here again I 
should certainly not wish these 
remarks to be construed that a 
large national budget is a blessing. 


big budget is good, a bigger one 
is better. But force of circum- 


stances which need not be detailed 


two horribly costly wars and one) 


here has brought us to the pesi- 
tion where a large budget seems 
to be, for the present and hear 
future at least, an inescapable 
fact. And a natural concomitant 
of that fact of a large budget is 


‘the control of a large amount of 


to theorize about, and its existence | 


now | 
and paying $5 in| proves rash for any economist to; wouid not likely be accompanied 


expenditures by Government. I 
would remind you again that we 
are not at the moment considering 
the effect upon the progressive- 
ness or dynamic quality of the 
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economic system. We are con- 
sidering the effect so far as sta- 
bility is concerned. 


Our Tax System Praised 

(3) Our present tax system is| 
better designed to contribute to 
economic stability than the tax 
system of twenty years ago. We 
now rely much more heavily on 
income taxes—personal and cor- 
porate—than we did in the twen- 
ties and we now have pay-as-you- 
go. As a result, in a depression 
the amount of taxes collected 
weuld fall off very sharply. The 
amount of income left in the 
hands of individuals and busi- 
nesses to spend would be larger 
than would have been the case 
with the kinds of taxes we used 
to have. This can be a major force 
tending to cushion a business de- 
cline and on the up-swing can be 
a major force tending to restrain 
inflation. 

(4) By unemployment compen- 
sation and our agricultural price 
policy, we have provided partial 
supports for an important part of 
the nation’s income. Again I think 
a qualifving statement is in order. 
Probably there are few thoughtful 
persons who do not approve in 
principle, unemployment com- 
pensation and agricultural price 
support, providing they are recog- 
nized for what they should be: 
stabilizers, cushions or props, but 
not sufficiently high to weaken 
personal incentive. 

(5) There is a very great and 
very widespread determination to 
avoid another major depression. 
This determination means that we 
shall be receptive to and eager for 





measures that may help correct| 


any serious depression. This re- 


which—is for the government to total savings is made by persons 


build steel plants. 


A lot of South- | whose total assets are small and 


erners will be sure that the proper, whose experience with the invest- 
remedy is a higher price for cot-| ment process is limited and who 
ton. The businessman will be sure, therefore tend to avoid the risk- 


that the thing to do is to cut taxes. | 
Labor will insist upon mainte-! 


ier forms of investment. Our 
heavy tax burden rests with par- 


nance of high wage scales “to keep ticular weight upon those kinds 


up purchasing power.” 


| of saving that flow most readily 


Now I do not want to say at/|imto risk investment—the savings 


this point which of these remedies 
are wrong and which are right, 
although, of course, I have my 
own opinion. These divergent 
remedies reflect not only group 
interests, but also divergent views 
of the desirable character of our 
social system. Given time and dis- 
cussion, I believe that we could | 
do much to reconcile these differ- | 
ences. The danger, as I see it, is 
that these differences will impede 
agreement on an effective course 
of action for getting out of a de- 
pression. The institutional fluid- 
ity of an economic crisis may be 
seized upon as an opportunity to 
advance sectional or group causes. 
And the common effort to meet 
the crisis may bog down in a fight 
among conflicting interests and 
theories. 


Second, we are organized as 
never before into groups, in busi- 
ness, labor and agriculture, seek- 
ing to increase their own incomes 
by means outside the competitive 
process—by political cr economic 
pressure. Each of these groups is 
convinced that an increase in its 
own income is not only good for 
it, but also good for the country. 
I do not want to enter here into a 
discussion of the proper distribu- 
tion of the national income. I want 
to stick to one elementary fact. 
The shares of the national income 
cannot add up to more than 
100%. The economy cannot work 


ceptivity and eagerness may how-|if the shares. demanded by the 


ever be  undiscriminating, in 
which case we may take such ill- 
advised action in the name of se- 
curity that our entire free econ- 
Omy May be put in jeopardy. But 
if well-focused, the determination 
to avoid another depression can 
be helpful in preventing it. 

(6) We have learned some 








things about ‘the way in which the 
economy operates. Some of the 
important things we have learned 
relate to the handling of our Fed- 
eral budget in a way that will 
contribute to the stability and to 
the reduction of the debt. We 
know that a Federal deficit, if 
well timed and if achieved by 
means that do not undermine the 
prospect for profitable business 
operation, can be a major factor 
for recovery and that a-large Fed- 
eral surplus can be an important 
bulwark against inflation. This 
kind of adaptation of the budget 
to economic conditions holds out 
more promise of long run debt re- 
duction than the policy of giving 
away surpluses in prosperity by 
tax cuts and expenditures boosts 
and then trying to raise taxes in 
a depression. 

Difficulties in Dealing With 

Depressions 

No one can say with certainty 
that the progress we have made 
to date is enough. Probably we 
can’ be reasonably confident that 
if we had had in 1929 the institu- 
tions, policies and knowledge we 
now have, the history of 1929-39 
would have been quite different. 
But we can also be confident that 
the conditions we shall meet in 
the future will be different from 
the conditions of 1929. How we 
shall handle conditions we cannot 
now foresee is uncertain. How- 





ever, I should like to call atten-| 
tion ‘to two’ kinds of difficulties | 
which may be important in deal-| 
ing with a future depression. | 

‘First, there is a general ten- | 
dency for each group in the so-| 
ciety to believe that the best way | 
to cure a depression is to do more | 
of what that group wanted all| 
the time, depression or not. Those) 
who think that the government, 
ought to be in the steel business | 
any way will be certain that the | 
way to get out of a depression or, 
inflation — and they don’t care! 


various organized groups add up 
to more than 100% of the national 
income. 
time by inflation to give every- 
one the feeling that his share is 
increasing. But this is at best a 
temporary solution and even as a 
temporary solution not very good. 
Our efforts toward stabilization 
will fail unless the various seg- 
ments in our economy are willing 
to work together to increase pro- 
duction without insisting on wage 
returns and profit margins that 
involve perpetual inflation or per- 
petual conflict. 


I do not bring up these difficul- 
ties in order to cast doubt on our 
capacity to maintain a high level 
economy. I mention them only to 
indicate the kind of obstacles that 
must be overcome or avoided if 
the goal is to be achieved. These 
difficulties suggest, what should 
be clear any way, that reasonable 
self-restraint in the pursuit of 
group or sectional interests is a 
necessary condition for satisfying 
our common interest in high em- 
ployment. 


Our Capacity to Keep Economy 
Progressive and Dynamic 


Let me turn now to the question 
of our capacity to keep our econ- 
omy progressive and dynamic, to 
keep productivity rising rapidly. 
As I have already pointed out, our 
high national income gives us a 
great capacity for. saving and so 
for increasing our supply of. capi- 
tal goods. Also we have the scien- 
tific knowledge, techniques, per- 
sonnel and facilities to produce a 
rapid improvement of technology. 
The basis would seem to exist for | 
a rate of economic progress at! 
least as rapid as the rate we ex- 
perienced in the past. But there 
are a number of questions which | 
suggest that this result will not be| 
achieved automatically, but only | 


as a result of conscious and vigor-| to", Mass. Mr. 
These questions have|merly with R. H. Johnson & Co. 


ous effort. 

grown in importance in the past | 
two decades, particularly in the! 
past few years. In part these ques- | 
tions are intensified by the inter-| 
national situation in which we| 
find ourselves. 


It may be possible for a| 





of corporations and of upper-in- 
come individuals. In addition, the 
experience of depression, war and 
institutional change may create an 
exaggerated fear about the future 
of private enterprise and a reluc- 
tance to assume investment risks. 
For these and other reasons there 
is danger that despite a large flow 
of savings available for invest- 
ment in government bonds, bank 
accounts and life insurance poli- 
cies the supply of venture capital 
is inadequate for rapid economic 
progress. 


(2) Will there be strong incen- 
tives for the use of funds and tal- 
ent in ways that contribute most 
to economic progress? Continued 
economic progress requires that 
the potential rewards for econ- 
omic venturesomeness and effort 
appear sufficiently great to off- 
set the prospects for loss. This 
situation has prevailed in the 
United States in the past. There 
is now a serious question how far 
our present tax burden has altered 
that situation and how grave the 
consequences will be. 

(3) Will the increasingly strong 
organization of labor be an instru- 
ment for resisting technological 
progress or will it contribute to 
greater productivity? 


(4) Will businesses act to slow 
down the rate at which new proc- 
esses and methods are _  intro- 
duced, perhaps influenced by in- 
creasing security-consciousness in 
an uncertain world? 


(5) Will exaggerated confidence 
in direct government controls as 
a cure for economic ills stultify 
the process of economic growth? 
In the past three years we have 
seen direct government control of 
prices and production seriously 
advocated as the remedy for ‘al- 
most every kind of real or alleged 
economic problem. I am convinced 
that under any such regime of 
controls the direction and tech- 
niques of production would be 
frozen and the economy would 
stagnate. That the good sense of 
the American people has so far 
withstood the pleas for controls is 
encouraging, but not conclusive 
for the future. 


These are, in my opinion, some 
of the main question marks about 
the capacity of the United States 
to maintain a high-level, high- 
energy, high - opportunity econ- 
omy. They all come down to one 
question: Do we have the neces- 
sary intelligence and will? I be- 
lieve that we do. It is the basic 
premise of democracy that out of 
the process of free inquiry and 
debate will emerge a recognition 
of common interests and an agree- 
ment on ways to pursue those in- 
terests. I have seen this premise 
tested and I know that it works. 
I have observed the process most 
closely in the Committee for Eco- 
nomic Development. I have seen 
it in discussion groups and forums 
across the country. I am con-| 
vinced ‘that if we will stick to this| 
democratic process we can achieve 
our basic goals. 





With Boardman, Freeman 
(Special to THe FINANCIAL CHRONICLE) 
FREEDOM, N. H.—George C.| 

Weeks is now associated with 


| Boardman, Freeman & Co. of Bos- 


Weeks was for- 


and Clyde F. Frost & Co. 


——————————EE 
Rejoins Bache & Co. 
(Special to THe FINANCIAL CHRONICLE) 


MIAMI, FLA.—Sam V. Silsbee | 


(1) Will an adequate propertion | has rejoined the staff of Bache &| 
of our total savings be available| Co., 96 Northeast Second Avenue. | 
for financing risky, progressive| He has recently been with Frank 
investment? A large part of our|D. Newman & Co. : 








Observations 


(Continued from page 5) 


that Wall Street is now being repaid by Main Street. Main Street, 
correctly, expected its investment counsellors, investment trusts and 
brokerage advisors not to sit in a downtown office all day, but 
to establish direct and continued contact with management and 
openly to raise the standard of revolt when management policies 
appeared unfair to the investors, Wall Street’s truc clients. 

Instead Wall Street seemed te think the only reason for its 
having contact with management was for the purpose of getting 
secret or advance information and therefor management must not 
be antagonized. At most, if the going really got rough, the invest- 
ment managers would simply retire from the situation, seliing out. 
This was a cowardly affair at best and something which really ac- 
complished nothing constructive, since the abuses merely continued 
unchecked, giving the Communists more fodder than all the 
Union Square agitators and subversive elements could have thoughi 
up if they had been on the job 24 hours a day. 

Similar short sighted policies on the part of Threadneedle 
Street and the Place de La Bourse simply brought the ruin of the 
old system there. In this country a growing number of independent 
public stockholders do not intend tc let it continue to happen here 
and are taking steps in their self-defense, with or without the 
assistance of Wall Street. 


LEWIS D. GILBERT. 
1165 Park Avenue, 
New York, N. Y. 
June 14, 1949 


a ot %: % 
FROM MR. BUCK 
We follow with a communication from Mr. Carl Buck—par- 


ticularly interesting because, as a comparatively theoretical and 
serious follower of investment, Mr. Buck brings a fresh viewpoint to 
the problem. 


Dear Mr. May: 

I have read your column with ever increasing interest. In 
my opinion your latest is of real importance. The stockholder- 
management prcblem seems to be cuming to a head to some degree 
lately with a resulting increase in publicity. The “Herald-Tribune” 
financial columr of Sunday, June 5 carried two articles on the sub- 
ject and the financial editor of the “Sun” prints letters from in- 
dignant stockholders in his daily column ever so often. Un- 
doubtedly the “Chronicle” can do much to keep the agitation 
moving. 5 

However, the question is—-what te do? The average investor 
with holdings diversified among a half dozen or more industries, 
cannot hope to acquire the technical, legal and accounting knowl- 
edge necessary to criticize management intelligently... Further, only 
a small percentage are able to attend annual meetings and those 
who do, it has been my observation at the few I have attended, 
seem subconsciously to identify themselves with management and 
become quite indignant at the few critics of the powers that be. 

One hesitates to advocate more governmental intervention in 
business but the review of the results of the Holding Company Act 
in the utility field by the SEC’s Chairman Hanrahan in the cur- 
rent “Chronicle” was most persuasive. (Incidently rebuttal by 
utility management would make interesting reading.) If a sub- 
stantial number of publicly-held corporations foresaw any need 
for equity financing the threat of interference with capital struc- 
ture might bring management to the point of giving more atien- 
tion to the causes of stockholder antagonism. 

My individual solution has been to make the whole question 
of dividend record and director-management stock holding, salary 
and bonus and pension exnense an important part of my analysis 
of each security. I have switched from companies with unsatisfac- 
tory records. The recent market drop brought a number of stocks 
down to prices I am willing to pay. 1 have chosen to make new 
purchases in just two—Deere & Co. and Texas Gulf Producing Co. 
Top management in both cases is a family affair—holding large 
stock interests. I feel that in situations such as these the family 
eggs are mostly in one basket and are carefuliy watched for signs 
of decay. In both these companies all the directors have fair to 
substantial stock holdings. Top management is paid a compara- 
tively nominal salary with bonuses based reasonably on profit 
increases. Pension plans are fair, it seems to me, to all concerned. 
The Texas Gulf plan involves officer as well as company con- 
tributions. Deere’s dividend record is good though conservative and 
in spite of the company’s past cyclical recerd I think it is a good com- 
mitment. Texas Gulf is a small company showing considerable 
growth, has paid out % to % of earnings in dividends each 
year since 1928 despite restrictive stipulations in connection with 
bank loans. This year a 5% stock dividend was paid with 25 cents 
in cash to maintain cash reserves in case business fell off badly. 
All in all stockholder interests seem tc be considered by both com- 
panies. Incidentally these companies send out a simple and eco- 
nomically produced annual report. 

Sharon Steel, Studebaker and Philip Morris also seem to show 
progressive management and satisfactory stockholder treatment. 
I was interested, when reading Mr. Benjamin Graham's new book, 
to note his remarks on Philip Morris about a 10-year comparison 
of Philip Morris vs. competitor results; The items he criticized 
show considerable improvemeni in the latest annua! report. 


The necessary information to judge management is readily 
available and fer the present can be used. It seems to me that 
if security analysts connected with brokerage houses, investment 
trusts, banks and advisory services would definitely advocate 
withdrawal from and advise against purchasing tmto companies 
with recerds of management abuse, the resulting impact on 
stockhoider lists and possibly even the market pesitien of individ- 
ual stocks would cause management toe realize that the worm 
can turn, 

I close with the hope that your article will start the ball 
rolling and arouse interest and that the resulting correspondence 
and exchange of ideas will be productive of a constructive line of 
action that may straighten some of the many angles involved in the 
stockholder-management relationship situation. 

CARL BUCK 
461 Eighth Avenue, 
New York 1, N. Y., 
June 12, 1949. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date): 


AMERICAN IRON AND STEEL INSTITUTE: 


Imdicated steel operations (percent of capacity) 


Equivalent to— 


19 


@teel ingots and castings (net tons) ..----------------------_--. June 19 


QMERICAN PETROLEUM INSTITUTE: 


Crude oil output—daily average (bbls. of 42 gallons each) 
Crude runs to stills—daily average (bbls.)-..------------~-~---~- June 
Gasoline eutput (itis.) .......__--.--...----..----------- gupnit 
Gieesene Cnaeut een.) -...-...-- +... 2-5 5 - June 


Gas oil and distillate fuel oil output (bbls 


Residual fuel oil output (bbis.)_.-...-------- — ——— en June 
Gtocks at refineries, at bulk terminals, in transit and in pipe lines — 
at_- 


Finished and unfinished gasoline (bbls.) 
Kerosene (bbis.) 

Gas oil and distillate fuel oil (bbis.) at 
Residual fuel oil (bbls.) at 


ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars) 


Revenue freight received from connections (number of Cars) 


CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 


RECORD 
Total U. 8S. construction 
Private construction 
Public construction 
State and municipal 
Federal 


@OAL OUTPUT (U. 8S. BUREAU OF MINES): 
Bituminous coal and lignite (tons) 
Pennsylvania anthracite (tons) 

Beehive coke (tons) 


WEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 


TEM—1935-39 AVERAGE=100 


EDISON ELECTRIC INSTITUTE: 


I: I CO UU CO ne sine ahsinchenadih esilp tan anit apananasimaninisioeabacasanen June 


FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 


STREET, INC, 


@BON AGE COMPOSITE PRICES: 


Sn (OP Rs, . oo kendo eden eesenncoosernmossone June 


Pig iron (per gross ton) 
Scrap steel (per gross ton) 


METAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 
Domestic refinery at 
Export refinery at 
Gtraits tin (New York) at 
Lead (New York) at 
Lead (St. Louis) at 
Zinc (East St. Louis) at 


MOODY’S BOND PRICES DAILY AVERAGES: 


Railroad Group 
Public Utilities Group 
Industrials Group 


MOODY'S BOND YIELD DAILY AVERAGES: 


U. 8. Government Bonds 
Average corporate 
Aaa 


Railroad Group 
Public Utilities Group 





Industrials Group 








MOODY’S COMMODITY INDEX 


WATLIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- 


ITY INDEX BY GROUPS—1935-39—100: 
Foods 

Fats and oils 
Parm products 


Textiles 
Metals halide 
Building materials 
Caemicals and drugs 
Fertilizer materials 
Pertilizers 
Parm machinery 

All groups combined 





MATIONAL PAPERBOARD ASSOCIATION: 
Orders received (tons)-__ 








Production (tons) 
Percentage of activity 
Unfilled orders (tons) at 








@I1L, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 


AVERAGE=—100 il 





WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR— 
1926—100: 


All commodities 








Parm products 
NN ES LES LEED ORR OL a 
All commodities other than farm and foods 
Metals and metal products 


Building materials 
All other____ 








Special indexes— 
Grains 








ahhh LEED RA 


June 14 


oJ <3 -343 39-9 1-1 


Latest 
Week 
26.7 


1,598,300 


4,889,150 
15,341,000 
18,244,000 

1,722,000 

5,959,000 

7,827,000 


119,106,000 
21,858,000 
58,597,000 
64,063,000 


698,824 
564,192 


$226,161,000 


137,222,000 
88,939,000 
64,455,000 
24,484,000 


10,050,000 
964,000 
103,800 


259 


5,300,091 


174 


17 “%5e 
17.250c 
103.000c 
12.000c 
11.850c 
10.000c 


NNWWWNNW 
~“1O NH OO -1-10 WH 
Of O-1H Or Of 


218.0 
135.6 
233.0 
312.9 
199.1 
231.2 
213.1 
1€0.3 
185.5 
169.6 
212.8 
137.6 
141.1 
150.5 
155.8 
202.6 


183,749 
137,521 


65 
283,585 


128.0 


156.1 
173.9 
166.9 
145.3 
135.3 
130.5 
167.2 
191.6 
127.6 


154.8 
222.3 
243.9 


Previous 
Week 


89.1 


1,642,600 


5,943,000 
8.144.000 


120,661,000 
20,953,000 
55,971,000 

*63,168,000 


784,824 
616,995 


$123,055,000 
46,779,000 
76,276,000 
66,170,000 
10,106,000 


*11,285,000 
1,179,000 
*121,400 


*275 


5,018,270 


165 


17.325c 
17.550c 
103.000¢ 
12.000c 
11.850c 
11.000c 


to bo 9 BS NEI 
ACN HO-1IOW 


QPaORRPOH SO 


at 


219.7 
141.2 
233.7 
309.1 
183.0 
236.3 
213.1 
162.4 
185.2 
169.7 
212.4 
137.6 
141.1 
150.5 
155.8 
203.6 


149,534 
157,613 

77 
238,745 


129.4 


156.1 
173.7 
165.9 
145.8 
135.5 
130.5 
167.3 
192.2 
128.7 


149.9 
224.3 
239.3 


Month 
Ago 
95.6 


1,762,400 


4,836,750 
5,172,000 
17,530,000 
1,831,000 
5,955,000 
7,895,000 


123,400,000 
19,178,000 
51,373,000 
61,024,000 


621,801 


$130,991,000 
57,863,000 
73,128,000 
63,148,000 
9,980,000 


11,200,000 
982.000 
137,200 


18.200c 
18.425c 
103.000c 
14.000c 
13.850c 
12.500c 


ow 
on 


NwWWNNWH 
WON PO .)-1¢ 
QU Uk © 


~) 


t 


214.3 
147.8 
229.7 
312.8 
204.3 
224.0 
222.7 
163.9 
187.4 
172.1 
212.8 
139.2 
142.9 
150.5 
153.1 
203.3 


188,227 
160,923 

78 
289,481 


131.1 


155.9 
171.6 
163.4 
146.9 
138.9 
130.6 
168.1 
195.3 
129.3 


162.1 
199.6 
220.4 


Year 
Ago 
96.0 


1,730,400 


5,475,800 
$5,736,000 
§17,787,000 
$2,224,000 
$7,249,000 
$9,354,000 


§107,278,000 
$15,783,000 
£41,063,000 
$56,030,000 


821,206 
662,202 


$174,146,000 
75,329,000 
98,817,000 
64,962,000 
33,855,000 


12,985,000 
1,011,000 
134,600 


282 


5,131,811 


110 


21.200c 
21.925c 
103.000c 
17.500c 
17.300c 
12.000c 


NNWHWNNNN 
AONWOB-10 
OMWEWUNIO RH 


ney 
to 
-I 
[o>] 


239.5 
297.9 
268.8 
353.0 
261.3 
263.6 
231.4 
176.1 
209.1 
165.9 
229.9 
158.6 
134.2 
143.8 
139.4 
224.3 


222,226 
168,802 


87 
402,625 


147.8 


165.2 
193.4 
179.6 
149.3 
150.2 
132.9 
158.1 
196.1 
135.4 


210.3 
251.0 
269.5 


BANK DEBITS—BOARD OF GOVERNORS 
OF THE FEDERAL RESERVE SYSTEM— 
Month of May (in thousands) _- ATTEN 


BUILDING CONSTRUCTION PERMIT VALUA- 
TION IN URBAN AREAS OF THE U. 8. 
—U. 8S. DEPT. OF LABOR — Month of 
March (‘000's omitted): 

All building construction 
New residential 
New nonresidential 
Additions, alterations, etc. 


CIVIL ENGINEERING CONSTRUCTION—EN- 
GINEERING NEWS-RECORD — Month of 
May 

Total U. 8S. construction 
Private construction 
Public construction i : 
State and Municipal honaial 
Federal _ . aie wi eid 

COMMERCIAL PAPER OUTSTANDING—FED- 
ERAL RESERVE BANK OF NEW YORK— 
As of May 31 (0000's omitted) 4 


GRAY IRON CASTINGS (DEPT. OF COM- 
MERCE)—Month of March: 
Shipments (short tons) 
For sale (short tons) ee Oe 
For producers’ own use (short tons) 
Untiiled orders for sale at end of 
(short tons) * 
HOUSEHOLD WASHERS AND IRONERS — 
STANDARD SIZE (AMERICAN WASHER 
AND IRONER MANUFACTURERS’ ASSO- 
CLATION )—Month of April: 
Factory sales of washers (units)___________ 
Factory sales of ironers (units) each 


LIFE INSURANCE—BENEFIT PAYMENTS TO 
POLICYHOLDERS—INSTITUTE OF LIFE 
INSURANCE—Month of April: 

Death benefits é “a 
Matured endowments - 
Disability payments 
Annuity payments 
Surrender values 

Policy dividends - 


Total _ lain tttanuts aitanasiitas te lidiasice 


MOODY’S WEIGHTED AVERAGE YIELD OF 
200 COMMON STOCKS—Month of May: 
Industrials (125) 
Railroads (25) ____ 
Utilities (25) —___ 
Banks (15) 
Insurance 
Average yield (200) 


MOTOR VEHICLE FACTORY SALES FROM 
PLANTS IN U. 8S. (AUTOMOBILE MANU- 
FACTURERS’ ASSOC.) — Month of April: 

Total number of vehicles.____ 
Number of passenger cars_____ 
Number of motor trucks___ 
Number of motor coaches 


NEW CAPITAL ISSUES IN GREAT BRITAIN— 
Midiand Bank, Ltd.—Month of May 


NON-FERROUS CASTINGS (DEPT. OF COM- 
MERCE )—Shipments, month of March: 
Aluminum (thousands of pounds)____- 
Copper (thousands of pounds)- 
Magnesium (thousands of pounds)_ 
Zinc (thousands of pounds) 
Lead die (thousands of pounds) _ 


PERSONAL INCOME IN THE UNITED STATES 
(DEPARTMENT OF COMMERCE)—Month 
of April (in billions): 

Total personal income____ 
Wage and salary receipts, total_ 
Total employer disbursements____ 
Commodity producing industries 
Distributive industries __ 
Service industries 
Genes. occ 
Less employee contributions for social 
insurance P 
Other labor income 
Proprietors’ and rental income 
Personal interest income and dividends__ 
Total transfer payments 
Total nonagricultural income 
Total agricultural income 


SOFTWOOD PLYWOOD (DEPT. OF COM- 

MERCE)—Month of March: 

Production (M sq. ft. %-in. equivalent)____ 

Shipments and consumption (M sq. feet, 
%-in. equivalent) 

Stocks (M sq. ft. 3%-in. equivalent) at end 
of month 

Consumption of logs (M ft., log scale) 

Stocks (M ft., log scale) at end of month__ 


U. 8S. GOVT. STATUTORY DEBT LIMITATION 
—As of May 31 (000’s omitted): 
Total face amount that may be outstanding 
at any one time 
Outstanding— 
Total gross public debt 
Guaranteed obligations not owned by the 
Treasury 


Total gross public debt and guaranteed 
obligations 

Deduct—Other outstanding publis debt obli- 

gations not subject to debt limitation____ 


Grand total outstanding 
Balance face amount of obligation ‘issuable 
under above authority 


UNITED STATES EXPORTS AND IMPORTS— 
BUREAU OF CENSUS—Month of April 
(000’s omitted): 

Exports 
Imports 


UNITED STATES GROSS DEBT DIRECT AND 
GUARANTEED—(000's omitted): 


Latest 
Month 


$99,336,000 


$611,709,000 
263,959,000 
347,750,000 
276,465,000 
71,285,000 


$218,000 


194,900 
17,800 


$124,889,000 
37,960,000 
8,013,000 
19,256,000 
43,837,000 
46,348,000 


Previous 
Month 


$99,697,000 


*$337,131 
*178,658 
*147,725 
*60,793 


$589,693,000 
274,021,000 
315,672,000 
266,003,000 
49,669,000 


254,300 
23,500 


$143,484,000 
44,426,000 
8,142,000 
20,500,000 
50,587,000 
58,589,000 


$630,952 

322,984 
224,611 
83,263 


$535,184,000 
247,018,000 
283,166,000 
223,644,000 
64,522,000 


$254,000 


1,169,085 
659,821 
509,264 


2,725,415 


402,257 
47,319 


$123,590,00% 
36,706,000 
7,963,000 
19,881,000 
40,498,000 
44,446,000 





$285,393,000 


WPA 
OW-]N 00 
em OU Dr O 


543,113 
36,392 
106,212 
514 


£15,683,000 


$275,000,000 
251,889,420 
3,061 


$326,028,000 


HH OI 
OW). DO 
a en 


518,118 
402,402 
115,171 

545 


£4,648,000 


i 
NwO-rey 

RPWNoonNnn 
ee WP Pr dO 


143,180 
133,192 
84,534 


70,595 
254,133 


$275,000,000 
251,530,463 
22,851 


$273,084,0090 


Awe Onan 
NORDNN 
Ow WwW Uli Re & 


438,099 
308,071 
128,963 

1,056 


£13,480,000 


41.794 
96,344 
704 
41,521 
1,482 


185,716 
184,443 
39,879 


77,543 
150,190 


$275.000,000 
252,236,480 
74,596 





$251,553,319 
776,684 


$252,311,077 
828,043 





$1,147,660 
534,000 


:776,635 
,223,364 


$1,154,400 
631,900 


$251,483,033 
23,516,966 


$1,126,500 
528,037 


te Me fee? fied 46 


_.~ Mm Ae beds 


eh oot bh mm FA 


June 190.5 189.6 186.4 211.8 

“Revised figure. {Includes 425,000 barrels of foreign crude runs. $Not comparable with other periods which are on new 
Wasis of reporting in California. Principal changes exclude cracking stock from distillate and residual fuel oils. tThe weighted 
Zimished steel composite was revised for the years 1941 to date. The weights used are based on the average product shipments for 
the 7 years 1937 to 1940 inclusive and 1946 to 1948 inclusive. The composite under the old method this week would have been 
3.73330c per pound. 


As of May 31 


$251,912,480 $251,553.319 $252,.311,07 
General fund balance ane 


3,162,635 3,995,156 4,946,292 





$243,749,845 $247,558,163 $247,364,785 
2.234% 2.235% 2.174%. 





*Revised figure. 
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Sound Currency and Banking Means Sound Economy 


(Continued from first page) 
ity of the Reserve banks—that is, 
Federal Reserve notes—or such 
non-reserve cash as the Reserve 
banks may have. The Federal Re- 
serve notes are an irredeemable 
currency, and the non-reserve 
czsh which the Reserve banks 
have in hand is generally a very 


small item. For example, on Feb. | 


23, it was only $355,250,000. This 


amounted to 1.6% of the deposits | 


of the Federal Reserve banks, and 
0.3% of the deposits of the mem- 
ber banks. 

On Dec. 31, 1948, all member 
banks held $1,486,000.060 of non- 
reserve cash in their vaults against 
their deposits of $120,190,000,000— 
a ratio of 1.2%. Their non-reserve 
cash plus that of the Federal Re- 
serve banks was 


slightly over | 


1.2% of the deposits of Federal | 


Reserve and member banks. 

The member banks as of Feb. 23 
could have converted their surplus 
reserves of $683,000.000 into Fed- 
eral Reserve notes which. added 
to their other non-reserve cash, 
would have given them $2,169,- 
000,000 of non-reserve cash against 
their deposits—a ratio of 1.8%. 
_In brief, all our money, except 
Silver certificates, is irredeemable; 
and all of it is irredeemable for 
domestic use in so far as gold is 
concerned. 


Besides the fact that the so- 
called “reserve” 


| 


|approximately 65 times as much) 


asset in so far as domestic use is 
concerned. 


government. Principle and the 


welfare of this nation are in high | 


Had this country’s money been | degree being sacrificed to imme- 
on a redeemable basis on Feb. 23,| diate gains. 


the Federal Reserve banks would 
have had $23,045,620,000 of gold| 
reserve to pay out against their) 
$23,527,511,000 of Federal Reserve | 
notes and $22,225,406,000 of de-| 
posits—a ratio of 50.4%—assum- | 
ing that the Reserve banks would | 
pay out all reserves under the| 
graduated tax penalties that are| 
applicable when reserves fall be-| 
low the minimum legal limit. The | 
only asset cash the Reserve banks | 
could have paid out on that date | 
was the $305,256.000 of non-re-| 
serve cash which equaled less| 
than 0.8% of the $45,752,917,000 of | 
Federal Reserve note and deposit | 
liabilities. In other words, the) 
Reserve banks would have had| 


asset cash to pay out. Or, assum- 
ing that the Reserve banks would 
have paid out only their surplus 
reserves, they could have paid out 
on that date $11,607,390,250 in gold 
—approximately 33 times the 





amount held in non-reserve asset 


| cash. 


of Federal Re-| 


serve banks is a frozen asset in| 
so far as domestic use is con-| 


cerned, the largest earning asset 


Yet. when it is proposed that| 


we return to a redeemable cur- | 


rency in this country, under which | 
the Reserve banks would normally 
have from 65 to 100 times more 
asset cash than they now have to 
pay out against their note and 
deposit liabilities, a widespread 
protest is heard that “there is not 
enough gold to g0 around. 


of our Federal Reserve and other | Nothing, apparently, is said by the 


banks is United States govern-| protestors 


about the fact that 


ment obligations. In the member | the only asset cash that the Re- 


banks of the Federal Reserve Sys- 
tem, such obligations constituted, 
on Feb. 23, 55% 


of their total) 


loans and investments, and, in the | 
Federal Reserve banks, they con-| 
stituted 98% of total Federal Re-| 
serve bank credit outstanding—| 
that in a system created to ac-| 


commodate commerce, agriculture, | 


and industry. 


Having accepted the concept of 
frozen assets as reserves in the 


Federal Reserve banks, and of ir-| 


redeemable reserves for member 


banks, the Board of Governors has | 


in the recent years gone so far as | 


to propose that government se-| 


curities, held by member banks, 
be converted into frozen assets 
and be called a special reserve. 


The ratio of the banks’ capital | 


accounts to total assets, or to “risk 
assets,” or to total deposits, de- 
pending upon what it 
wishes to know, has dropped 
sharply during the last fifteen 
years. For example, the ratio of 
total capital accounts of all in- 
sured commercial banks to total 
assets was only 6.7% on Dec. 31, 
1948, as compared with approxi- 
mately 14% in 1934, and even that 
low ratio of 1948 is not the lowest 
one we have had in recent years. 

Then there is the fact that, on 
Dec. 31, 1948, the assets of the 
Federal Deposit Insurance Cor- 
poration 
amounted to only 1.3% of the esti- 
mated $76 billion of bank deposits 
insured On that date. And of these 
assets, over 99% ($1,066,056,- 
021.46) represented government 
obligations and accrued interest. 


A Remarkable Picture 


Our banking structure thus pre- 
sents a remarkable picture. The 


deposits of our banks rest upon) 


frozen reserves in Federal Reserve 


'very basis of modern commercial 


($1,072,027,102.06) | 


have practically disappeared. 


is one) 


serve banks ordinarily have to pay 
out amounts to only 1/65 to 1/100 
of the cash which they insist 
would not be enough. 

It seems reasonable to suppose 
that such protestors either do not 
have their facts in hand or they 
prefer that our country run on 
an irredeemable liability cur- 
rency. Since the latter type of 
currency is a dishonest money 1n 
nature, the question arises as to 
what has happened to the people 
of the United States that so many 
of them accept and defend an 
irredeemable currency and are 
opposed to requiring our Treasury 
and Federal Reserve banks to re- 
deem in gold their promises to 
pay on demand. 

is it a fact, as Harold G. Moul- 
ton asserted in 1920, that one of 
the effects of the issuance of an) 
irredeemable paper money is the 
“unsettling [of] the customary 
ethical concepts which lie at the 


life’? (“The Financial Organiza- | 
tion of Society,’ The University 
of Chicago Press, 1920, p. 93.) As 
one observes the arguments of- 
fered today by those who are 
defending our irredeemable cur- 
rency system, and considers who 
is offering them and why, there 
would seem to be no valid con- 
clusion other than the fact that 
the customary ethical concepts of 
those able to understand the dif- 
ferences between a redeemable 
and irredeemable money have not | 
only become badly unsettled but | 


The basic factor of the dis-| 
honesty involved in the issuance | 
of an irredeemable paper money | 
is in general not faced. We evade 
it. We do not wish to discuss it. | 


|Instead, we resort to a wide. 


banks; and the only asset cash that | 
the Reserve banks cou!d have. 
paid out on Feb. 23 amounted to) 


only 02% of the deposits of the 
member banks. Our banks are 
now dealing in liability currency. 
Even most of the non-reserve cash 
which the banks could pay out 


against their deposits—1.8% on 
Feb. 23—is an irredeemable lia- 
bility currency of the Federal 
Reserve banks and Treasury; and 
our ultimate reserves in the Fed- 


-be redeemed are preferable to 


eral Reserve banks are a frozen) 


variety of arguments that will not 
withstand competent analysis. 

Let us face the fact that our 
acceptance of an _ irredeemable | 
currency means that we think 
promises to pay which will not 


promises to pay that could and 
should be redeemed. 


Floating With the Tide 
We people of the United States 
are in the main floating with the 
tide which is carrying us into a 
system under which we and our 
economy are to be managed by 











Perhaps no single thing gives a 
government as much power to 
control a people as does an ir- 
redeemable paper money. It 
touches every person and trans- 
action in which money is em- 
ployed. It is a subtle device not 
widely understood. Instead of 
being the great facilitating in- 
strument in production, trade, 
saving, investment, and employ- 
ment that a good money is sup- 
posed to be, it becomes a weapon 
of government control, of con- 
fiscation, and of destruction. 

With the practically unlimited 
power which an_irredeemable 
money gives a government over 
a nation’s people and institutions, 
it is easy for the government to 
take control of, and to reduce to 
the level of subjects, all important 
institutions and their officers 
through which the irredeemable 
currency system operates. The re- 
sult can be, and in high degree 
has been, the spread from on high 
down through the various eche- 
lons of our official, managerial, 
and other occupational groups and 
professions of both a great silence 
regarding the evils of an irre- 
deemable currency and a positive 
defense of it. A scrutiny of the 
list of large and important asso- 
ciations and groups which, in 
1933 and 1934, protected against 
the adoption of an irredeemable 
currency, and observation of their 
silence on the issue now, should 
provide some measure of what 
has taken place in this country. 

Fortunately there are some im- 
portant and very encouraging ex- 
ceptions to this generalized pic- 
ture. There are officers of banks, 
of insurance companies, of indus- 
tries, and people in other occu- 
pations, who have been and are 
deeply concerned over this trend 
of events in this country and who 
are ready at any time to stand up 
in opposition to our dishonest 
currency and our persistent march 
into Socialism. The same excep- 
tion also applies to a very impor- 
tant minority in Congress. 

These exceptional people in and 
out of Congress are fighting, as 
best they can, but in a disorgan- 
ized fashion, our irredeemable 
currency, our profligate spending, 
and our drift toward a govern- 
mentally - managed economy and 
people. 

A need today is for a national 
organization in which they can 
combine their strength. It is on 
these people, and on such an or- 
ganization, which may in the near 
future be formed, that the salva- 
tion of this nation probably will 


be found to rest. 


It is an old story in world his- 
tory, observable in European 
countries in recent decades, that, 
when a_ government embarks 
upon a program designed to de- 


|prive people of their freedom and 


to manage them and their econ- 


|omy, the central banking system, 
| large banks, insurance companies, 


and large industrial enterprises, 
like the mass of people, tend to 


'go along with the tide of evenis 


without offering any 
opposition. 
The consequences are also a fa- 


important 


'miliar story: When a government 


is of a type that causes reactions 
of that kind, it is also of the type 
that will gobble up, when the time 
is ripe, those who fawn upon it. 
All that a government of that 


| variety can \nderstand, and will 
|respect, apparently, is an opposi- 


tion that will bark right back at 


it and let it understand that the 


government is an agent of the 
people, not their master. Such a 
government, if not stopped, be- 
comes in the end and in nature 
merely gangsterism on a_ large 
scale—a great band of robbers on 
the loose. Men and groups who 
trade their birthright for the mess 


of pottage offered by such a gov- 
ernment often, perhaps generally, 
|}sooner or later pay severely for 
such barter. 

It is, of course, to be hoped that 
we in the United States can 
profit from the tragic experiences 
of other people in matters of this 
kind and save ourselves from our 
present tendency to drift with a 
dangerous tide and from the unr- 
fortunate consequences which 
seem uniformly to engulf a people 
who follow such a course. 

No one single thing could match 
in importance a return to a re- 
deemable currency as a means of 
bringing to an end our march into 
the Death Valley of Socialism. 
Those who prize freedom for 
themselves and others in the 
United States would do well to 
porder this issue and to decide 
whether or not they are going to 
be docile floaters-with-the-tide or 
whether they will become mem- 
bers of a group of determined 
men and women who are pre- 
pared to make the sacrifice neces- 
sary to rescue this nation from 
what otherwise promises to be a 
day of reckoning. 





The General Public Does Not 
Understand 


It is useless to expect the mass 
of people to understand the evils 
of an irredeemable currency, par- 
ticularly our hybrid system, or the 
fact that it is probably the most 
insidious, yet effective, instru- 
ment a government can employ, 
aside from war, to enslave a 
people. 

Most people, apparently, con- 
fuse the convenience of paper 
money with the inconvenience of 
gold as a medium of exchange, 
and they make their decision on 
that basis. They do not under- 
stand the various other vitally im- 
portant functions performed by 
gold. They do not realize that its 
function as a medium of exchange 
is probably the least important of 
those it performs. 

Any intelligent adult would 
prefer paper money or bank de- 
posits to gold as a matter of con- 
venience in exchange. But, un- 
fortunately, the answer does not 
stop there, although obviously 
that given by the great mass of 
people seems to rest chiefly upon 
the simple matter of convenience. 

The people in this and in other 
countries have, for the most part, 
apparently been advocates of pa- 
per money, preferably irredeem- 
able paper money, as against gold 
and silver. Bryan’s speech, “Cru- 
cified on the Cross of Gold” 
struck a responsive chord among 
our people, arid the thought in- 
volved is, apparently, a deep-seat- 
ed popular conviction in this 
country. 

If our people are to be saved 
from the evils of an irredeemable 
currency and the exercise of the 
powers it automatically gives our 
Federal Government, it will ap- 
parently be done because a na- 
tionwide organization, composed 
of understanding and responsible 
citizens, will finally persuade 
Congress and the Administration 
to pass a law making our currency 
redeemable in the international 
monetary standard—gold. 


The Evils of Our Irredeemable 
Currency System 


All thoughtful and responsible 
citizens who wish to be of service 
to our country need to understand 
the evils in our irredeemable 
currency system. 

(1) Perhaps the most important 
is that it has deprived our people 
of control over the government’s 
use of their public purse. Since 
individuals cannot demand re- 
demption of these promises to 
pay, the Treasury and the Re- 
serve banks can issue many more 
promises, and the government 
can spend much more money, 
than otherwise would be possible. 

A result is that the control of 
the people’s purse has passed to 
pressure groups, both domestic 
and foreign, whose good will the 
majority of Congress endeavors 
‘constantly to buy. Congress, in 








turn, controls the Treasury, and 
the Treasury controls the Federal 


| Reserve Banks. Congress can bow 


to, and attempt to buy the sup- 
port of, vote-delivering pressure 
groups because it is easy for # 
to require the Treasury and Re- 
serve banks .to issue additional 
promises to pay since they are 
irredeemable and since the people 
can place no restraints on such 
issuance by demands for redemp- 
tion. 

The loss by our people of a 
redeemable currency has made 
possible the subsequent orgy of 
governmental spending, profligate 
waste of our national patrimony, 
heavy and destructive taxation, 
and huge Federal debt. There is 
no reason to suppose that this can 
be ended unless we make our 
currency redeemable. 


(2) Another evil is the fact that 
an irredeemable currency has 
made possible the rapid deprecia- 
tion in the purchasing power of 
the dollar in recent years. The 
value of people’s savings, of their 
income from bonds, annuities, and 
insurance policies, has declined 
sharply in a relatively short period 
of time. Billions upon billions of 
dollars of purchasing power have 
been destroyed by this deprecia- 
tion of our currency. 

When rising costs catch up 
with rising prices at various 
points, complaints spread rapidly, 
a spotty recession sets in, unem- 
ployment rises, hardships spread . 
quickly because people, cut off 
from income, soon exhaust their 
savings at the prevailing high 
prices. Tragedy soon begins to 
stalk the land and a strong drive 
for more gavernment spending 
soon appears; and, because the 
currency is irredeemable, it i» 
easy for the government to em- 
bark on a new and further stage 
of spending, currency deprecia- 
tion, rising costs, new distortions, 
and a new series of hardships. 
The common course is sawtooth 
in type with each upswing bring- 
ing temporary relief and en- 
couragement, followed by another 
period of stress and strain an@ 
another drop with its distress and 
tragedies. In time, if that course 
is continued, a general collapse is 
experienced. Once the poison of 
irredeemable currency begins to 
diffuse itself throughout a nation 
a deadly disease holds it within 
its grip. 

This disease is particularly in- 
sidious because, at its outset, there 
is generally a feeling of increased 
well-being; and, remembering 
this when later stages of the 
disease reveal distresses, the com— 
mon practice is to demand more 
doses of the same intoxicant, in 
larger and larger amounts and 
with greater and greater fre- 
quency, until the patient col- 
lapses. 

Our government and the great 
mass of our people have acted as 
though they think we are immune 
to this natural cycle of events. 
Proof that we are not is already 
showing itself. For example, on 
May 5 and 6, hearings were held 
by the Senate Banking and Cur- 
rency Committee on the McCar- 
ran-Engle-Johnson bills which 
are designed to depreciate our 
dollar further, and which point 
to its further devaluation ulti- 
mately—all because high costs 
nave reduced sharply or eliminated 
profits in gold mining. 

Should existing distortions be- 
tween costs and selling prices be- 
come more severe and should un— 
employment become widesprea@ 
and severe, we can look forward 
to programs for further deprecia- 
tion of our currency. Then we 
may firid ourselves keeping close 
company with other’ countries of 
the world which have been suf- 
fering so much from the evils of 
so-called “managed” irredeemable 
currencies. 

But there will be a difference: 
There will be no other importan 
nation willing to dissipate its rez 
wealth for our benefit. -The idea 
that it is sound practice for any 
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country to engage in such an un- 
dertaking is apparently peculiar 
to the United States. It is a part 
of the new Economics which is 
blighting this nation like a pesti- 
lential visitation. The aid we have 
extended foreign countries since 
the beginning of World War I and 
to June, 1950, without repayment, | 
was estimated on April 27 to be) 
over 92 billions of dollars. 

(3) An irredeemable currency | 
constitutes a moral, economic, and 
political rot that eats into prac- 
tically every fiber of strength of a 
nation. It is a case of planting a 
deadly germ in the bloodstream | 
of a nation’s economy. This is not} 
obvious to the general public. It 
requires time for them to perceive | 
the fact that their vitality is being | 
undermined, that their savings are 
slowly disappearing and are be- 
coming a hollow shell, that a can-| 
cerous growth is eating deeply 
into the economic, social, and) 
political fabric of the nation. 

Probably the greatest step thus 
far taken to rob the people of the 
United States of their appropriate 
liberties was that which deprived 
them of the gold coin standard 
and system. The easy way, as 
Lenin pointed out, for a govern- 
ment to get control of a people is 
to debauch their currency. And 
there is no more effective way 
known to debauch a currency than 
to make it irredeemable. 

(4) Because private individuals 
cannot freely get and hold gold, 
there cannot be, under our system 
of a restricted international gold 
bullion standard, a free flow of 
gold across our international 
boundary lines, As a consequence, 
foreign trade, exchange, and in- 
vestments come under, and are 
under, government control. The 
result is government management 
of international economic relations 
with its distortions, artificialities, 
and stagnation in the natural 
channels of foreign trade, while 
private enterprise depends upon) 
and responds chiefly to the orders'| 
placed by governments. 

Only eight little countries do | 
not today require import or export | 
permits — Cuba, Dominican Re- | 
public, El Salvador, Guatemala, | 
Haiti, the Commonwealth of the 
Philippines, Saudi Arabia, and 
Tangier. 

(5) Because private enterprises 
cannot obtain gold with which to 
carry on international trade and 
investment freely, currency sta- 
bilization and recovery in foreign 
countries have been retarded. 
They will continue to be retarded 
until we return to a thorough-go- 
ing gold standard with private en- 
terprise free from improper gov- 
ernment restraints in international 
trade, and with people free to take 
gold where they will when they 
will. We should lead the way; but 
we are not doing so, and we can- 
not do so until we free ourselves 
from the restrictions in an irre- 
deemable currency. 


(6) Under our system, only 
central banks can convert their 
non-gold dollars into gold at our 
standard rate of $35 per fine 
ounce. Private holders of non-gold 
dollars do not have this privilege. 
Domestically we cannot convert 
at that rate except through Fed- 
eral Reserve banks for. purposes 
of foreign exchange. Private hold- 
ers of non-gold dollars abroad 
cannot conveniently convert them 
into gold at par; as a consequence, 
they sometimes sell them at a dis- 
count in terms of gold in foreign 
markets. 





|lems is to manipulate our money. 


'is that if problems of production, 
_scarcities, costs, prices, and of un- 





There is no valid reason why|°! Our money. 


private holders of non-gold dol-| 
lars should not be able to redeem | 
them at par as do foreign central | 
banks. Our discriminatory system | 
has given rise to various gold | 
prices for our dollar, and that has 
even crept into our domestic sys- | 
‘tem as revealed in the premium | 
prices paid for raw gold. Such dif- | 
ferences in prices for a nation’s) 
currency are uneconomic and) 
harmful; they are a characteristic ' 


of most European currencies. The| 


question arises as to whether our| their success, and for saving the 
which permits the| United States from the disaster 


government, 
depreciation of our non-gold dol-| 
lars in terms of gold, is violating | 
the parity clause of the Gold Re-| 
serve Act of 1934 which requires | 
the Secretary of the Treasury “to | 
maintain the equal purchasing 
power of every kind of currency 
of the United States.” 

(7) Our irredeemable currency 
arises from the fact that we have 
fallen into the European type of 
thinking to the effect that the 
easy way to solve economic prob- 


Bui the simple fact of the matter 


employment could be solved by 
manipulating monetary standards 
and by issuing irredeemable 
money, such problems surely 
would have been solved long ago. 
We know nothing of importance 
about currency manipulation that 
people of many generations ago 
did not know. What our genera- 
tion does not seem to have learned 
from the experiences of the past 
are the virtues of a fixed mone- 
tary standard and of a redeem- 
able currency and the deadly evils 
inherent in an irredeemable cur- 
rency and in manipulated mone- 
tary standards. 

One of the peculiar aspects of 
our thinking, which is evident 
when we wish to create more dol- 
lars by the process of devalua- 
tion, is that we do not contend 
that we should increase the num- 
ber of grains in an ounce of gold 
in order to make it yield more 
dollars of 13.714 grains. A grain 
is a grain and an ounce is an 
ounce to us; we accept them as 
fixed standards of weight and we 
do not urge that they be altered. 
But with the utmost inconsistency 
we do not accept a gold dollar of 
13.714 grains fine as a fixed unit 
of measurement, and we do not 
hesitate to urge that this standard 
be altered when economic con- 
ditions do not suit us. 

If our apple crop should fail, 
we would not consider reducing 
the size of ovr bushel basket in 
order to have more bushels of 
apples. We expect our estab- 
lished bushel to measure the fluc- 
tuations in our supply of apples. 
But if our costs and selling prices 
do not suit us, we seem ready to 
manipulate our monetary stand- 
ard. 

An irredeemable currency con- 
tributes to this type of thinking in 
subtle ways and invites repeated 
manipulation. 


The Benefits That a Redeemable 
Currency Should Bring 


A return to a redeemable cur- 
rency should bring the following 
benefits: 


(1) It would provide our peo- 
ple with an honest money, and it 
should aid greatly in restoring 
stardards of honesty in the ad- 
ministration of our money and 
credit system and in minimizing 
that wide variety of dishonesties 
among people which an irreceem- 
akle currency invites. It should 
discourage agitation for further 
manipulation of our monetary 
standard and currency. 


(2) A return by the United 
States to a redeemable currency 
weuld restore to the people of 
this country direct control in high 
degree over their public purse 
and would enable them to put a 
brake on the public spending and 
further depreciation in the value 


There seems to be no other hope 
to end our profligate government 
spending, which, apparently', is 
definitely out of control. This also 
seems to be the case with our 
Federal bureaucracy. A _ greatly 
concerned minority in Congress 
have been, and are, fighting with 
their backs to the wall; and there 
is at present no good reason to 
suppose that they can stop our 
med orgy of spending. 





Since the only real prospect for 


into which it is being led, lies in 
making our currency redeemable, 


to make that fact sufficiently clear 


to enough people so that a na- 
tionwide movement can force our 
government to provide our nation 
with such a currency. 

The great virility in our private 
enterprise system has been dem- 


onstrated by its ability to with-| 


stand so well the great abuse to 
which it has been subjected in re- 
cent years; Dut there is, ap- 
perently, no good reason for sup- 
posing that it cannot in the end 
be ruined if we continue on the 
course we are now pursuing. 

Cur people clearly do not un- 
derstand that, next to war, man- 
kind apparently has never devised 
an instrument more destructive of 
human welfare than is an ir- 
redeemable currency; and they 
apparently do not believe such a 
contention to be accurate. The 
fact that our system 1s hybrid in 
nature makes the evils involved 
less obvious and the manner in 
which the disease operates much 
more difficult to explain than 
probably would be the case if our 
system were the simpler and more 
thorough-going variety of irre- 
decmable currency—that is, irre- 
Geemable both domestically and 
internationally. 


The basic fact that this system 
has deprived our people of their 
proper direct control over their 
public purse is one that relatively 
few understand. At the same time 
it is perhaps the most fundamental 
reason why we should adopt a 
redeemable currency as quickly 
as possible. 

For over a decade groups and 
individuals, both in and out of 
Congress, have been lecturing and 
warning one another about the 
dangerous course we are pursuing 
in our spending orgy. All these 
admonitions have been, and will 
continue to be, futile. The people 


can do nothing, and Congress will |’ 


not respond, until control over 
the public purse is returned to 
the people. That can be done 
only by providing them with 
a redeemable currency. That 
fact had better be understood in 
this country; and Congress must 
take that step quickly if we are 
not to be led into serious trouble. 


Possessed with a redeemable 
currency, every individual could 
exercise some pressure on the 
banks and Treasury. He would 
not find it necessary, today, to 
join with others in organized but 
futile protests; he could and would 
act directly. The flying of the red 
flags of demands for redemption 
across this country would soon 
halt Congress in its waste of the 
people’s substance; and Congress 
would send home empty handed 
the multitude of pressure groups 
that now try to get their so-called 
share of the loot taken from our 
people by means of our system of 
irredeemable currency. 


Let us face the fact: There are 
no real prospects that we can get 
economy in government while we 
have what people believe to be 
the “blessings” and “benefits” of 
an irredeemable currency. When 


. efforts at economy are a prelude 


to a return to a redeemable cur- 
rency, that sequence of events 
comes, ordinarily, at a much later 
and far-advanced stage in cur- 
rency depreciation—when a na- 
tion is prostrate and is attempting 
to rise from the depths of destruc- 
tion in which it has been plunged 


by such a currency and perhaps| 


by related evils. 
We have the choice: We can 
either bring our waste to a halt 


by ridding ourselves of our ir-| should not have a redeemable cur- 
redeemable currency, or we can | rency, it should be pointed out| 
attempt to rise from prostration | 
at a later date by the economies | ¢tijj 


‘enforced by such a catastrophe, compared with the average of 8% 


ard. , j ~ a ie 4 
ard. Moreover, the reserve ratio re | into gold at $35 per fine ounce 





based upon redeemability. 
We should not have to learn that 


kard way; but if is clearly an 





open question whether we realize | 


either the benefits of a redeemable 
the immediate and urgent task is| Currency or of the institutions of 


| freedom. 

| (3) Provision for a redeemable 
| currency would provide the Fed- 
'eral Reserve banks with from 65 
| to 100 times more asset cash than 
they ordinarily have to pay out}! 
against *heir note and deposit | 
liabilities. 

An aspect of this situation, 
which justifies further attention, 
is that when it is suggested that 
we return to a redeemable cur- 
rency and require the Federal 
Reserve banks to pay out their 
reserves to meet their note and 
deposit liabilities, it is promptly | 
and vigorously urged that we do| 
not have enough gold to go 
around. This protest is made in 
the face of the fact, either not 
understood or ignored, that the 
only asset cash that the Federal 
banks can pay out against their | 
notes and deposits ranges ordi- | 
narily from 1/65 to 1/100 of what’ 
they would have to pay out if we 
were on a gold coin standard. 


Since the argument that there 
is not enough gold to go around 
is so common, its fallacies should 
be understood. Briefly, it is in- 
defensible for the _ following 
reasons: 


First, there is never enough of 
anything to go around if it has 
value. Scarcity is a fundamental 
requisite of value. There are) 
never enough bridges or elevators 
or ships to go around if all who! 
have a right to use them were to 
demand their services at the same 
time. Special devices are required 
to meet unusual and unexpected 
loads thrown upon scarce and 
valuable goods which, in the in- 
terests of economy, are designed, | 
ordinarily, to carry an average! 
load or to meet a typical demand. | 
There are enough, only, of those | 


goods to go around that have no | 
value. 


Second, the ratio of our gold) 
stock to non-gold money and de-| 
posits is relatively high. It was, | 
on April 23, approximately 14% | 
as compared with an average of! 
roughly 8% for the years 1915-| 
1932, during which time our coun- | 


try and our Federal Reserve Sys-| 


tem operated on a gold coin stand- | 








quired of our Federal Reserve! 
banks today is only 25% against/| 
Federal Reserve notes and de-| 
posits as compared with 35%! 
against Federal Reserve notes and 
40% against deposits in those 
earlier years. 


Perhaps it should be pointed 
out that, when in the years 1939 
to 1942, inclusive, the ratio of our 
gold stock to money and deposits 
ranged from approximately 22 to 
25%, those opposing redemption 
were not satisfied with that ratio 
—the highest on record since 1915. 
Then, the common contention was 
that the prospects for war, and 
war, made redemption inadvisa- | 
ble. The fact. that we went 
through World War I without! 
suspension of gold payments on) 
a ratio of gold stock to money and | 
deposits, ranging from only 8 to 
11%, was not regarded as proof | 
that we could redeem at a ratio of | 
22 to 25% during the years 1939-| 
1942. In short, cur people in high | 
degree apparently are not inter-| 
ested in factual data of this type, | 
just as they apparently are not) 





|interested in the issue of dis-| 
| honesty inherent in an irredeem- | 


} 


| 
| 


able currency. 


Third, in answer to those who) 
add government securities, pay- 


effort to prove that we cannot and | 


that the ratio of gold to money, | 
deposits, and such securities would | 
be approximately 11% as 


| 


|after which we doubtless would | for 1915-1932, and without count- 
ry to build a currency system/ing in any cashable government 


Sound Currency and Banking Means Sound Economy 


securities for those years. 
If one is to attempt to compute 


|old and oft-repeated lesson the | what could be converted into cash 


and thus become a potential de- 
mand for gold, there is no valid 
reason for confining one’s self to 
government securities payable on 
demand. All wealth can be re- 
garded as a potential demand for 
gold, and, in so far as the sale of 


|any wealth can give rise to bor- 


| 


Our paper currency, 


a reckless driver and, 
able on demand, to deposits in an | 





rowings by purchasers and an ex- 
pansion in deposit currency, the 
load on gold can be increased. If 
that type of argument is to be 
pursued to its logical conclusion 
we can never have, and never 
should have had, a redeemable 
currency. 

Fourth, it needs to be under- 
stood that a redeemable currency 
tends to bring gold out of hoards 
and to cause it to flow into the 
banks and Treasury of a nation. 
When we resumed specie payment 
in 1879, more gold was turned in 
for paper than there was paper 
turned in for gold in that year. 

When our government Officials, 
and others, express a fear of 
hoarding in this country, should 
our currency be made redeemable 
in gold, they are simply saying 
that there are good reasons why 
our people would not have con- 
fidence in Our paper money de- 
spite its redeemability. That sort 
of contention is proof that the 
people of this country should force 
redeemability promptly and, if 
when made 
redeemable, does not command 
public confidence, we _ should 
know. that fact and the reasons 
for it. A government that foists 
upon the people of this country 
a currency that does not command 
their confidence should be re- 
moved from power as quickly as 
possible. 

Fifth, to those who say that re- 
deemability might cause a heavy 
outflow of gold, it should be 
pointed out that, for the year 
1948, the net inflow of gold into 
this country was $1,680,404,000, 
and for 1947, it was $1.866,348,000. 
This heavy inflow was at the rate 
of $35 per fine ounce of gold 
which the agitators for a higher 
dollar vrice for gold insist is too 
low. Furthermore, this inflow 
took place while our dollars were, 
and are. redeemable at par in gold 
in so far as central banks and gov- 
ernments are concerned. They are 
free, and have been free for six- 
teen years, to convert their dollars 


and to withdraw it as they choose. 

It would be a fine thing if gold 
in the hands of private individu- 
als could and would flow out of 
the United States. That would 


|help to open up trade; it should 
‘aid other nations to get gold and 


thus hasten redeemability for 
them: and. if our gold reserves 
should fall sufficiently, perhaps 
it would bring to an end the 
profligate casting of our wealth 
to the four winds of the world. 

(4) Because we would have a 
redeemable and a sound currency, 


savings, investment, long-time 
commitments, and _ production 
should be encouraged. Resump- 


tion of specie payments is often, 
probably usually, followed _ by 
business recovery and expansion. 


But it needs to be emphasized 
that no monetary system devised 
by man can prevent business 
booms or recessions. The im- 
portant point, however, is that an 
irredeemable currency causes 
more trouble than any other 
monetary system thus far known. 
It is particularly vulnerable to 
shocks. 

We would not, ordinarily, one 
may suppose, blame a auto- 
mobile for an accident caused by 
as a con- 
sequence and matter of principle, 
adopt cheap autombiles on the 


fine 
imme 


theory that they are safer than the 


most expensive ones. But we do 
something. analogous to that in 
respect to monetary standards. 
Because a gold standard holds 
people in check and applies strong 
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brakes when we attempt to go to 
extremes in our use of credit, we 
blame the gold standard for the 
results flowing from our abuses 
of credit. For example, the gold 
‘standard has been criticized be- 
‘cause it did not prevent, or be- 
cause it “caused” so it is said, the 
depression beginning in 1929. The 
faets cre that the gold standard 
did not cause the recession and 
depression following 1929; and of 
eourse it could not prevent them. 
We ‘have been as irrational on 
that point as would be a person 
who would blame a fine automo- 
bile for an accident caused by an 
unreliable driver. 

Since the notion seems wide- 
spread today that an irredeemable 
currency provides some sort of 








guarantee against business reces- 
‘sions. it needs to be emphasized 
that there is no factual basis for 
‘that assumption. Our very se- 


‘vere and prolonged business de- 


pression of 1873-1878 came during 
the period, 1862-1878, when we 
had an irredeemable currency. 
The recession of 1937-1938 came 
under our present system of ir- 


‘redeemable money; and the drop 


in the 


index of industrial pro- 
duction 


for the period involved 


es those years was sharper than 
‘for 


_ any corresponding period 
‘during the years 1929-1933. (The 
high was 118 for May. 1937: the 
low was 76 for May, 1938, a drop 
of 36%. In 1929, the high was 
125 for June; in June, 1930, the 
index was $8, a drop of 21%.) 
Although the current widespread 
fear of a depression now would 
seem to reveal that at least many 
peonle 60 not really have the 
‘confidence in an _ irredeemabie 
currency that is so widely pro- 
fessed. the great majority never- 


. theless cantinue to whistle in the 


dark and to allege that our irre- 
deemable currency has more vir- 


tues than does a_ redeemable 
money. 

Important facts we need to 
understand clearly are that no 
type of currency can prevent 
. booms or recessions: that booms 


and recessions have many causes 
and correctives; and that we are 
en untenable ground if we assume 
that there is a single cause or a 
single cure, monetary or other- 
The most severe upheavals 
from which humanity has 
under redeemable currencies but 
rather those caused by wars, to- 
talitarian governments. and irre- 
deemable currencies. 

Basic considerations for us now 


are the facts that, because of the | 
infliction upon us of an irredeem- | 


able currency, our people have 
lost control over their public 


purse, our national patrimony is | 
being dissipated in a prodigal and | 


frightful manner, and we are be- 
ing led steadily and persistently 
down the path into the inferno 
of Socialism. 

(5) Should our currency be 
made redeemable, private enter- 
prise would be able to obtain and 
to use gold in foreign trade. As 
a consequence, there should be a 
healthy and proper type of ex- 
pansion in foreign exchange. 
investments of all 
kinds, and foreign countries 
should be able, sconer than other- 
wise would be the case, to stabil- 
ize their currencies in terms of 
goid and to increase their produc- 
tion. 














suf- | 
,ferred are not those experienced 
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It is sometimes alleged that we| 
cannot return to a gold coin sys- 
tem until 
stabilized 


our march towards Socialism or 
toward more and more govern-, 
ment management of our economy | 
and people in some other form. | 


Our present rate of $35 per fine 
ounce of gold should not be al- 
tered since fixity is a basic requi- 
site of a good monetary standard 
and since we have had the bene- 
fits of such fixity during the last 
16 years. There are no valid argu- 
ments in behalf of an alteration in 
the weight or fineness of our 
standard monetary unit, consider- 
ing the high ratio of our gold 
stock to our non-gold money and 
deposits. 

Next to war, an irredeemable 
currency provides a government 
with what is apparently the most 
effective means of obtaining con- 
trol over a people that has thus 
far been discovered. It provides a 
remarkably easy means of regi- 
mentation. It is a subtle device 
by which people’s savings and 
their enterprise can be impaired 
or destroyed. It is an open gate to 
Socialism. So long as we are 
without a redeemable currency, 
we are keeping wide open this 
particular gate to Socialism. 

Although a redeemable cur- 
rency is apparently the best sin- 
gle guarantee a people can have 
against Socjalism or a govern- 
mentally-managed economy in 
some other form, we are waiving 
that guarantee. And, unless the 
responsible citizens of this coun- 
try realize that fact and organize 
to bring it home to Congress, the 
press, and other influential people 
and agencies, there seems to be 
no good reason for supposing that 

















our march into the tortures and 
miseries of Socialism will be age 
rested. | 


It needs to be emphasized today, | 
and with urgency, that no man or 
woman may properly assume for 
one moment that he or she is| 
fighting Socialism or a govern- | 
mentally-managed economy, oOr| 
for a return to the people of some | 
direct control over their public | 
purse, or for economy and honesty | 
in government, or for private en- | 
terprise, or for the opening up of 
foreign trade to private ingenuity 
if he or she is not fighting against 


banks to issue promises to pay 
which they do not intend to re- 
deem and do not redeem. 


Private enterprise and freedom 
are not protected nor fostered by 
a system of irredeemable pro- 
mises to pay. We need, and need 
badly, honesty and integrity in 
both our currency and our gov- 
ernment. Their lack has diffused 
itself throughout our nation. It 
is part of our drift from the 
basic principles that gave our 
people the greatest degree of in- 
dependence and the highest stand- 
ard of living that the world has 
ever seen. 


The issue before us here is not 
one for the conventional and 
casual type of discussion and for 
the usual dismissal and subse- 
quent inaction. It is an issue 
reaching to the heart of the well- 
being of this country. An irre- 
deemable currency leads either 
to redeemability or to thorough- 
going government dictatorship. 
The sequence of events in which 
the use of irredeemable paper 
currencies is followed by dictators 
has repeated itself too often in 
this world to permit any respon- 
sible person to assume that we in 
the United States will not provide 
another illustration of it. It was 
a man on horseback—Napoleon— 
who rode into power on the heels 
of the French irredeemable cur- 
rency of approximately 160 years 
ago. 

Government dictatorship in the 
United States could mean the end 
of the United States as we have 
known it. It could turn back for 
a century or more mankind’s 
search for, and progress toward, 
freedom. 

The correct answer does not lie 
in waiting to see whether or not 
we get a dictatorial government 
in this country; it lies in closing 
the gate quickly and _ securely 


| against that possibility. The most 


immediate, simple, and far-reach- 
ing way to do that is to eliminate 
our irredeemable currency. 

The American heritage was not 
given to this generation to 
squander. It was entrusted to us 
as custodians. Today ,we_ are 


nomic ills of the country and again 
offer the people security. This 
fell by the same wayside as the 
others. There came a point in 
Roman history when fear of tech- 
nological unemployment became 
so great that inventors of labor- 
displacing machinery were put to 
death. 


301 A. D.: Progressive deprecia- 
tion of the Roman sesterce, caused 
by the profligacy of the Govern- 
ment, continued to the point where 
the same Government would not 
accept its own coins in payment 
of taxes. It then became necessary 
for Diocletian in 301 to issue his 
famous Tarifi of Prices, which 
fixed ceilings on the price of 
everything in the Roman Empire. 
This was of course done to insure 
security for the people. Eventu- 
ally, the ultimate in planned econ- 
omies was reached when Govern- 
ment relief became hereditary. 
The net result of the price-fixing 
law was failure and it had to be 
repealed because of the economic 
stagnation it brought upon the 
Empire. 

I could ‘continue indefinitely. 
There isn’t one single economic 
panacea we have attempted in the 
past 17 years that wasn’t a failure 
before the birth of Christ. History 
records that man has yet to taste 
a single dish of hasenpfeffer made 





of the hat by a long list of eco- 
nomic magicians. 

Despite an unmarred historical 
record of utter failure, I believe 
we will continue to move swiftly 
toward a totalitarian State while 
giving lip service to the ‘‘Ameri- 
can way of life.” 
won't call the end product “so- 
cialism.”’ but probably some new 





American democracy. 


In our progress down the prim- 
rose path toward the welfare 


from the white rabbits pulled out | 


Of course, we | 


kind of a streamlined version of | 
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| general; the food manufacturer in 
| particular; and everyone except 
itself. As always, under such con- 
ditions, another OPA will be es- 
tablished. Price controls, however, 
will continue to be as unsuccess- 
ful as they have been for four 
thousand years. 


With or without a war with 
Russia, I look for the Federal 
Government to ultimately control 
and direct our economic and social 
activities. With this will come the 
stifling of individual initiative and 
economic stagnation. Can this be 
avoided? I don’t think so unless 
there is a complete reversal in 
what appears to me to be a moral 
distintegration on the part of our 
people. 

I hope I am wrong, but I cannot 
help but feel there are too many 
of us wildly and thoughtlessly 
| seeking economic security at the 
hands of the Federal Government. | 
|I would like to quote from a let- 
| ter George Washington wrote to 
| Lafayette in 1788. In speaking of 
| our limited constitutional form of 
| government with its system of 
| checks and balances, he said: 

“These powers are so distributed 
among the legislative, executive 
and judicial branches into which 
the general government is ar- 
ranged that it can never be in 
danger of degenerating into a 
monarchy, an oligarchy, an aris- 
_tocracy or any other despotic or 
|oppressive form, so long as there 
'shall remain any virtue in the 
| body of the people.” 


| It is my personal belief that 
| with the voting masses today there 
iis no longer any “virtue in the 
| body of the people.” I might cite 











} 
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the agricultural pressure group as 


|a case in point. 


The Grocery Manufacturers 
| Association recently made an ex- 


'cellent survey of the agricultural 
|areas that. I weuld advise all of 


showing ourselves to be irrespon- 
sible and prodigal dissipators of 
our national patrimony and of 
| our freedom and achievements. 
Representative Daniel A. Heed | vata en al pb A iN Ade, 1 
of New York has introduced a) course, be faithful to the trust 
bill, H.R. 3262, designed to give | Sengineed- weed us. ad thie our- 
the United States a redeemable | oo ives ac lage Magn Be 
currency at the present rate of| Coctors and rf terit our an- 
$35 per fine ounce. Individuals | r posterity. 
and every important organization | 1 acres 
of this country should give Repre- 
sentative Reed and his bill the | 


Curb Floor Glerks 
Tee Support “should ‘be. given Alnounce Quting 


promptly. Every proposal for a| Daniel Hannafin, of J. A. Mc- 
delay involves an argument for a| Manus & Co., President of the 
continuation of, rather than a| New York Curg Exchange Floor 
prompt halt to, our parade into|C]lerks Association, announced 


Socialism and the attendant | that his organization’s annual out- 
destruction of our economy, people | ing and games would be held this 


and nation. — | Saturday, June 18, 1949, at “The 

The banking fraternity has a} Neighbors,” in Pleasant Plains, 
great responsibility in this matter. | Staten Island. 
Riding with the tide is definitely | The program. which includes a 
not the correct course to pipcitene. variety of sporting events in addi- 
although one: grow yl y OV | tion to food and refreshment, is to 
all groups, find that type o inac- | be highlighted 


our irredeemable paper money. 


What We Need to Do and to Do 
Promptly 








tion inviting. ty currency, | matches The Pan, A Pn tage 
sound banking, and a sound econ- om ‘ : 
omy go together. The ‘nature of | the twin-bill will find Wally 


state, we must answer the de-| YU to examine. Highly signifi- 
mands of our various pressure | pg pe Ate rg Lng rae pa 
blocs such as the farm group, the) 2 r a a. ; q “ 
veterans’ group, the social do-| 2° Saher wed edera 1% 2 ll 
gooders, etc. Billions upon billions | ped A ae pty bo ” ed 
will be spent and huge Govern-| ' iol Pray i kB “Do 
ment deficits will be amassed.) ™ wi h t y Me = eel 
These deficits, as in the past, will| YoU W'S P © + phont ay srt 
become money and we will con- | System o i era oe suppo ~ 
ge to vas an aveady highly| Proviged tit, involves arenas 
ee inconvertible paper -) 64% voted “no”: 10% were un- 
; _ decided and only 26% voted “yes.” 
; .. | Here is proof that our farmer 
_ it is pret ener at oat Owe, cit-| ig willing to let just the head of 
izens do not understan e tunc-| the socialist camel into the tent. 
tion of money or the meaning Of || ike the Arab, I am afraid he will 


inflation—if they could only be | find the camel in control of the 
made to understand that a rise iN} tent. 


prices is not inflation but the re-| 
sult of inflation. Once again we; The Brannan Farm Scheme 
refer to Webster, who thus defines; | am not sure the Brannan farm 
“inflation”: “Disproportionate Or) scheme is a dead duck. I believe 
relatively sharp and sudden 1N-| some variation of it will ulti- 
crease in the quantity of money Or| mately be passed, because this 
credit or both, relative to he | scheme, when measured by the 
amount of exchange business. In-| yardstick of political expedience, 
flation always produces a rise in| is an amazing plan, practically a 
the price level.” | political miracle, It would recon- 
From now on, as government! cile the two largest voting groups 
deficits are created to finance our | whose financial interests are dia- 
economic bubble dance, our sup-| metrically opposed. It promises 


Meaning of Inflation 


their reserves, and the nature of Gardner leading the New York 


their principal assets are matters 
that have far-reaching implica- 
tions. Banking, because of present 


characteristics, becomes an im- 


currencies abroad are| portant agency in the drift of our 
This is a case of put-| government and economy. The 


ting the cart before the horse; we; bankers should be the first to 


should iead the way, and this! 
leadership should make it much} 


insist that their product be good. 
An irredeemable currency pro- 


Curb Floor Clerks team against a 

contingent representing the New 
| York Curb Exchange regular 
'members. Bob Dowling, of Pulis, 
Dowling & Co., is slated to head 
; the brokers. 

The nightcap will find Jimmy 
Clare sparking the New York 
Curb Floor Clerks against Jimmy 
_McIntyre’s New York Stock Ex- 


ply of money will increase and 


I/an abundance of cheap food for 


am afraid that in the long run it| the housewife of the voting lab- 
will increase much faster than our! 9orer on the one hand and a high 
supply of goods. The monetary! income for the voting farmer, 
supply (total demand and time prought about by a subsidy de- 
deposits and currency outside) signeq to keep his farm income 
banks) at the Bank Holiday was) at the desired political level, on 
$41,680,000,000 and today it iS|the other. From what I can see, 
$170,000,000,000, an increase Of! 7 pelieve too many of our farmers 


308%. As a result of continuously | pink Patrick Henry cried, “Give 
, monetizing the debt and inflating| ye $1.59 for potatoes and $4.22 for 








our money wt . wh us milk or give me death.” 

of, our ig pronkene: Se Such rogram is not. creeping 
and 1960 will be rapidly advanc-| Such a prog . : 

|ing rather than declining prices. | socialism, but galloping socialism. 


However, I do not look for sen-| How many people, I wonder, 


is aiding Arthur | sational price rises such as result-|Tealize that the greatest myth in 


ed from the European currency | the history of man is that govern- 


change Floor Clerks group. 
Jack Negri, of William I. Rosen- 





construct their currencies and to| avoid many of the problems in- | 
open up foreign trade. | herent in the fractional reserve feld & Co., Vice-President of the} 

(6) Perhaps above all, provision| system, but it does not provide organization, 
for a redeemable currency at our| the proper answer to those prob- | Courtin, of Merrill Lynch, Pierce, 


tH] easier for other countries to re-| vides an easy way for banks to 


|inflations. No, as in the past, the 


ment can offer economic security. 


present rate of $35 per ounce of lems. There is no valid defense Fenner & Beane, who is Chairman 


fine gold would be the most po- 
tent force at our disposal to end 


| government will be successful in| A planned Rngpees cin — or 4 
for a system in which we permit} of the general arrangements com-| blaming Wall Street; that ambig- | Prices Or price ceilings, is the 
, our Treasury and Federal Reserve | mittee. 


uous thing called industry in! (Continued on page 44) 
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Short-Term and Long-Term 
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est type of economy in the world. 
A prerequisite to planning is a 
Static unchanging economy. As 
the body economic is dynamic and 
ever-changing in all ages (be- 
cause of inventions and techno- 
logical improvements) a planned 
economy is at loggerheads with 
the realities of life. Many of our 
s0cial dreamers (most of whom 
have both feet firmly planted in 
the air and are constantly shuf- 
fling their social idealism with 
historic and economic facts) feel 
that while government-planned 
economic security has failed in 
other countries and civilizations, 
it could succeed here. Why do 
they think that? Well, mostly 
because We are we—superior, 
more intelligent, etc. 


Personally, I have been fortu- 
‘mate enough never to have lived 
under a so-called “welfare” state, 
but I am fairly familiar with and 


shudder at the history of one 
branch of my family which did. 
This ancestor’s land was invaded 


resistance for a time, he put down 
his arms and signed a treaty’ 
which promised him full economic 
security from the womb to the) 
tomb in exchange for the loss of 
a certain amount of freedom. As 
time went on, he found himself 
the object of considerable racial | 
and religious prejudice. His! 
people found that the treaties 
made and the promises they had 
received were soon broken. 

It wasn’t until last year when | 
the story broke in our press that 
many of our citizens heard of| 
their own national disgrace and} 
shame. They learned that their 
government’s promise of a happy | 
hunting ground and economic se-| 
curity to the American Indian} 


had been fulfilled by a concentra- 
tion camp, disease, starvation and 
death, 

I am most grateful that 
my great-grandmother married 
one of the conquerors and that I 
did not have to grow up with a 


| nomic security in a U. S. concen- 


The Economic Outlook: | 


tration camp. This leads to the 
cbvious question—since the In- 
dian’s plight was brought about 
by the same people who now 
want the whole nation to enjoy 
the delights of economic security, 
might not the whole nation end 
up in exactly the same condition 
as the Indian? 

I have felt this way about our 
“long-term” economic outlook for 
many years. Over 13 years ago, 
on May 12, 1936, in a talk given 
in New Jersey, I stated: 

“After examining various gov- 
ernmental results with popular 
present-day economic panaceas, 


| we must conclude that many of 


the ancient civilizations, espe- 
cially the Roman Empire, disin- 
tegrated because the people, mor- 
ally declining, heeded the siren| 
call of the demagogue and gave 
up what individual liberty they 
possessed in exchange for a mess 
of pottage labeled ‘Economic Se- 
curity.’ 

“At the risk of being termed an 
alarmist, I must confess that the) 
present-day lack of popular inter- 
est in governmental affairs disturbs | 


me. Interest in government today | 
is apparently confined mainly as) 
to how governmental activities | 


individual’s monetary position, 
and little or no thought is given 
to the underlying principles oi 
government. 
is comparable to that period in 


Roman history when hundreds of| 
Roman citizens sat in the amphi- | 
theatre munching their dole bread | 
and watching the gladitorial com- | 
bats provided for them by an 


over - paternalistic bureaucracy. 
To these people, the “bread and 
circus” was the important thing. 
The fact that their own moral 
decline and subsequent disinte- 
gration of their government 
brought the Goths and Vandals to 
their doors was to them of no im- 
portance. 

“You are all concerned with the 
present-day physical welfare of 
your children. Take interest also 
in government for the preserva- 
tion of their future happiness and 
liberty. Question those who offer 
you ancient planned economy the- 
ories with new names. Ask those 
who advocate the various totali- 


'tarian states and collectivist doc- 
'trines such as Communism and 


Socialism if they have not merely 


| modernized and streamlined the 


ancient policies and names of 
tyranny, despotism and oli- 
garchy.” 

I will bring my temarks to a 


Our present attitude | 


156 years under the Constitution 
of the United States, which pur- 
posely and definitely limited the 
powers of the Federal Govern- 
ment, the people of this nation 
have prospered more than man- 
kind did in 4,000 years of “planned 
economies” under over-paternal- 
istic bureaucracies guided by so- 
called “master minds.” 

The great fear of our constitu- 
tional fathers was that the 
growth of the Federal Govern- 
ment would be jeopardized. It is 
ironic, indeed, that Thomas Jef- 
ferson, the father of the Demo-~ 
cratic Party, said: 

“It is not by the consolidation 
Or concentration of powers, but 
by their distribution, that good 
government is effected. Were not 
this great country already divided 
into states, that division must be 
made, that each might do for it- 
self what concerns itself directly, 
and what it can do much better 
than a distant authority. Every 
state is divided into counties, each 
to take care of what lies within 
its local bounds; each county again 
into townships or wards, to man- 
age minuter details; and every 
ward into farms, to be governed 
each by its individual proprietor. 
Were we directed from Washing- 
ton when to sow and when to reap 





‘by a foreign power. After fierce 


feather in my hair enjoying eco- 





can help directly or indirectly the! 


close by reminding you that for 





we should soon want bread.” 





Securities Now in Registration 





Alps Mining & Milling Co., Missoula, Mont. 
June z (letter of notification) 100,000 shares (5¢ par) 
common. Price—50¢ per share, Underwriter—Hachez 
& Brown, Spokane, Wash. To complete mill, purchase 
equipment and carry on development work. Office, P. O. 
Box 745, Missoula, Monit. 


American Fork Consolidated Mines, Salt Lake 

: City, Utah 
May 9 (letter of notification) 400,060 shares of capital 
stock. Price 25 cents per share. Underwriter—Cromer 
Brokerage Co., Salt Lake City. For mining development. 


American Light & Traction Co. 
May 13 filed 634,667 shares of common stock (par $25). 
Offering—United Light & Railways Co. (parent), is of- 
fering to its stockholders of record June 1 the right to 
subscribe for the 634,667 shares of American at $12 per 
share on a 1-for-5 ratio. Rights will expire July 1. 
Underwriter—None. The proposed sale is to conform 
with SEC order under the Holding Company Act which 
calls for United’s sale of American Light stock holdings. 


American Telephone & Telegraph Co. 

April 21 filed between $393,000,000 and $400,000.000 ten- 
year 34s% convertible debentures, due June 20, 1959. 
Offering—Offered for subscription by stockholders of 
record May 6 at the rate of $100 debenture for each six 
shares of capital stock held at par (flat). Rights expire 
June 20. Underwriting—None. Proceeds—For advances 
to subsidiary and associated companies; for the pur- 
chase of stock offered for subscription by such com- 
panies; for extensions, additions and improvements to 
its own telephone plant; and for general corporate pur- 
poses. 


@® Anaconda Lead & Silver Co., Denver, Colo. 

June 9 (letter of notification) 60,000 shares of capital 
stock (par $1). No underwriters. For payment of lease 
rentals, purchase opticns on timber, for prospecting, 
core-drilling, prospecting machinery and equipment and 
other expenses. Ofiice, i509 Marion Street, Denver, 
Colwurado. 


@® Associated Grocers’ Co., St. Louis, Mo. 

June 8 (letter of notification) 3,000 shares of common. 
Price, $100 per share. No underwriter. To increase the 
buying power of the company. Office: 814-824 Spruce 
Street, St. Louis, Mo. 


Bradshaw Mining Co., Tonopah, Nev. 
Oct. 8 (letter of notification) 1,500,000 shares (5c par) 


common stock. Price—20 cents per share. Underwriter 
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INDICATES ADDITIONS SINCE PREVIOUS ISSUE 


—Batkin & Co., New York. To repair and renovate mine 
of company and to exercise option to purchase processing 
mill and move and erect such mill on the company’s 
property and for working capital. 


Carnegie Mines Ltd., Montreal, Canada 
April 27 filed 500,000 shares of common. Price—60 cents 
per share. Underwriters — Name by amendment. Pro- 
ceeds — For working capital, exploration, development 
and other purposes. 


Central Fibre Products Co., Inc. 
May 6 (letter of notification) 3,000 shares of non-voting 
common ($5 par). Price, $22 per share. Underwriter— 
Bosworth, Sullivan & Co., Denver, Colo. Proceeds to 
selling stockhélders. 


® Citizens Credit Corp., Washington, D. C. 


June 16 (letter of notification) 2,000 shares ($12.50 par) 
class A common and 1,500 shares of (25c par) class B 
common, Price, class A, $15 per share and class B 50c 
per share. Underwriter—Emory S. Warren & Co., 
Washington, D. C. For general business purposes. Of- 
fice: Woodward Building, Washingten, D. C. 


Ciarostat Mfg. Co., Inc., Brooklyn, N. Y. 
Aug. 26 (letter of notification) 37,400 shares of 50¢ 
cumulative convertible preferred stock. Underwriter— 
Cantor, Fitzgerald & Co., Inc., New York. Price—$8 per 
share. Working capital, etc. 


® Clary Multiplier Corp., Los Angeles, Calif. 
June 9 (letter of notification) 60,000 shares ($5 par) 
preferred. Underwriter—-Walston, Uoffman & Goodwin, 
Los Angeles. To reoay current bank loans and for gen- 
eral corporate purposes. 


Colorado Central Power Co. 

May 26 filed 21,429 shares ($10 par) common. Offering— 
Offered to stockholders of record June 10 1949, at rate 
of 1-for-2%, at $23.25 per share. Rights expire June 28. 
Underwriters—The First Boston Curp., Dean Witter & 
Co., Bosworth, Sullivan & Co.; Boettcher & Co. and 
Woodcock, Hess & Co., Inc. Proceeds—For construction. 
Expected June 16. 


Coleraine Asbestos Co. Ltd., Montreal, Canada 
Aug. 16 filed 200,000 shares of capital stock. Price— 


50 cents per share in Canadian Currency. Underwriter 
—P. E. Frechette. Proceeds—For drilling operations. 


Consolidated Caribou Silver Mines, Inc. 
March 30 filed 376,250 shares (no par) common stock. 
Price—$2.50 per share. An additional 50,000 shares will 
be, sold to the underwriter at $1 per share for invest- 
ment. Underwriter—William L. Burton & Co:, New 
York. Proceeds-—To develop mining properties. Offer- 
ing expected later in June. 


Consolidated Engineering Corp., Pasadena, 
California 
June 3 (letter of notification) 300 shares ($1 par) com- 
mon. Price, market. Underwriter—Hopkins, Harbach & 
Co., Los Angeles. Working capital. 


@ Cornell Oil & Gas Corp., Houston, Texas 

June 7 (letter of notification), 690,000 shares (ic par) 
common. Price, 50 cents per share, Underwriter—N. R. 
Real & Co., New York. For drilling and equipping six 
wells, for working capital and organizational expense. 


@ Crooke’s Laboratories, Inc., New York 

June 7 (letter of notification) 13,863 shares of capital 
stock (par $1). Price—$3.50 per share. Offered for sub- 
scription by stockholders of record June 14 in a 1-for-6 
ratio. Rights expire July 14. Underwriting—None. Pay 
promissory note, working capital. Office, 305 E. 45th 
Street, New York. 


@® Delaware Power & Light Co. (7/12) 

June 8 filed $10,000,000 first mortgage and collateral 
trust bonds, due 1979, and 50,000 shares of preferred 
($100 par) cumulative stock. Underwriters—Names to 
be determined through ccmpetitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc. (bonds); The First 
Boston Corp. and Blyth & Co., Inc. (jointly); Shields & 
Co. and White, Weld & Co. (jointly); Morgan Stanley 
& Co.; Otis & Co. (stock); W. C. Langley & Co.; Union 
Securities Corp. (bonds); Lehman Brothers; Salomon 
Bros. & Hutzler (bonds): Merrill Lynch, Pierce, Fenner 
& Beane, and Union Securities Corp. (jointly on stock). 
Proceeds—For construction for company and its two 
subsidiaries. Expected July 12. 


® Delta Petroleum Co., Inc., New Orleans 


June 6 (letter of notification) 5,000 shares of common 
to be offered at $10 per share and 900 shares of preferred 
to be offered at $100 ver share. No underwriter. For 
additional working capital. Office: Box 7335, New Or- 
leans, La. 


® Dow Chemical Co. 

June 15 filed 75,000 shares of common stock (par $15). 
Underwriter—Smith, Barney & Co. Proceeds—Company 
will receive nc part of the proceeds as these shares rep- 
resent a pcrtion of the holdings of the estate of the late 
Willard S. Dow and the late Martha L. Dow who were 
killed in an airplane accident on March 31, 1949. 


Emerson Radio & Phonograph Corp. (6/27) 
June 7 filed 235.000 shares of capital stock. Underwriter 
—F. Eberstadt & Co., Inc. The terms and price of the 
offering have not yet been determined, but the stock 
will not be sold below the market price on the New York 
Stock Exchange at the time of the offering. Proceeds— 
The shares to be sold are from holdings of Mrs. Benjamin 
Abrams, Mrs. Max Abrams and Mrs. Louis Abrams, wives 
of principal officers and directors of the company, and 
do not involve new financing by the company. Following 
sale of the shares, the Abrams family will own approxi- 
mately 25% of the company’s 800,000 shares of common 
stock. Expected June 27. 
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@ Engel Oil Corp., Ft. Stockton, Texas 

June 3 (letter of notification) 100,000 shares of common 
stock (par $1). Price, per. No underwriter. To pur- 
chase and acuuire oil leases and for drilling of a test well 
for oil and gas on said leases. Office: P. O. Box: 1414 
Ft Stockton, Texas. 


Fenimore Mines Ltd., Toronto, Canada 
May 24 filed 2,000,000 shares ($1 par) capital stock. 
Underwriter—tTellier & Co., New York. Price, 25 cents 
per share (U. S. funds). Proceeds—To explore for iron 
ore deposits. 


Florida Power & Light Co. (6/21) 

Mav 20 filed $10.000,000 first mortgage bonds, due June 
i. 1979. Underwriters—Names to be determined through 
competitive bidding. Probable bidders: Harriman Ripley 
& Co.: Halsey, Stuart & Co. Inc.; White, Weld & Co.; 
Lehman Bros.; The Firsi Boston Corp.; Cari M. Loeb; 
Rhoades & Co. and Bear, Stearns & Co. (jointly); Shields 
& Co. Proceeds—To pay off $3,200,060 of short-term 
borrowings from Central Hanover Bank & Trust Co. and 
for construction and other corporate purposes. Expected 
about June 21. 


@ Gas-ice Corp., Seattle, Wash. 

June 8 (letter of notification) $150,000 412% debenture 
bonds due Oct. 1, 1954-1959. No underwriter. Fo! 
working capital and an expansion program. 


Gauley Mountain Coal Co., New York 
Jan. 19, filed 10,666 shares of capital stock, of which 
1,381 shares will be sold in behalf of the company and 
9,285 shares will be sold by Norgreen Associates Inc. and 
others. Price at market. Underwriting—None. Pro- 
ceeds—Company will use its proceeds for additional 
working capital. 


@ Gold Back Consolidated Mines, 
idaho 

June 2 (letter of notification) 600,000 shares of common 
nonessessable stock and 600 notes. Stock is being of- 
fered at 25¢ per share and with each sale of 1,000 shares 
one note will be issued at no extra cost to investor. 
To be sold in units of 1,000 shares plus one note for 
$250 per unit. No underwriter. To acquire a mill, mine 
and mill equipment; for development; and for working 
capital. 


® Golden Seal Mining & Milling Co. 

June 6 (letter of notificaticn) 200,000 shares of common 
stock (par 25<). Price, par. No underwriter. To build 
road bunk house, cook house and for general develop- 
tnent work. Office: P. O. Box 2307 Boise, Idaho. 


Gulf Atlantic Transportation Co., Jacksonville, 
Florida = 

May 31 filed 620,000 shares of class A participating ($1 
ar) stock and 270,000 shares (25c¢ par), common stock. 
Dffering—_135,000 shares of common will be offered for 
subscription by holders Cn the, basis of one-for-two at 
25 cents per share. Underwriters—(Names by amend- 
ment) will buy the remaining 135,000 shares plus unsub- 
scribed shares of the new common, Offering price of 


Inc., Murray, 


class A $5. Proceeds—To complete an ocean ferry, 
to finance dock and terminal facilities, to pay current 
obligations, and to provide working capital. 


Heidelberg Sports Enterprises, Inc., 
Pittsburgh, Pa. 


June 25 filed 5,000 shares of class B common stock (par 
$100). Price—$100 per share. Underwriter—None. Pro- 
ceeds—$600,000 to be used for spectator grandstand and 
balance for related purposes. 


@ Helicopter Air Service, Inc., Chicago 


June 9 filed 80,000 shares of convertible class A stock 
(par $4). Underwriter—Cruttenden & Co. Proeeeds— 
To defray the cost of acquiring operating equipment, 
landing site installations and to provide working capital. 


Horwood Lake Gold Mines Corp. 
Dec. 27 (letter of notification) 100,000 shares of capital 
stock. Price—$1l per share. Underwriter—Charles W. 
Warshoff & Co., Newark, N. J. For development of 
mining properties. 


Houston Lighting & Power Co. 

May 31 filed an alternative to issue $15,360,450 234% 
convertible debentures, due June 30, 1964 or 307,209 
shares (no par) common. Offering—Common stockhold- 
ers of record June 22 will be entitled to subscribe to 
either one share of common at $40 per share for each 
four shares held or to $&0 principal amount of deben- 
tures for cash at 100 of principal amount for each four 
shares held. Rights expire July 11. Underwriter—Kid- 
der, Peabody & Co. Proceeds—To repay short-term 
bank loans of about $4,000,000 made or to be made from 
The National Bank of Commerce of Houston and to 
finance construction. 


idaho-Montana Pulp & Paper Co., Polson, Mont. 
Nov. 23 (by amendment) 180,000 shares ($10 par) com- 
mon stock to be offered at $10 per share and 20,020 
shares to be issued in exchange for $170,200 first mort- 
gage bonds. Underwriter—Tom G. Taylor & Co., Mis- 
soula, Mont. Proceeds—To erect and operate a bleached 
sulphate pulp mill with a 200-ton per day capacity. 


independent Plow, Inc., Neodesha, Kan. 
May 21 (letter of notification) 1,000 shares of preferred 
(par $100) and 25,360 shares ($1 par) common. Under- 
writer—McDonald, Evans & Co., Kansas City, Mo. For 
working capitel. 


Indianapolis (Ind.) Public Loan Co., Inc. 
Mav 25 (letter of notification) $170,000 of 5% sinking 
fund debentures, 1964 series. Underwriter—City Securi- 
ties Corp., Indianapolis, Ind. To reduce the amount of 
notes payable to bank. 


@ Inland Chemical Corp., Little Rock, Ark. 

June 6 (letter of notification) 1,000 shares of 6% pre- 
ferred. Price, $190 per share. No underwriter. To pur- 
chase iand for plant site. plant equipment and a stock 
pile of managanese ore—remainder for working capitai. 


Kaman Aircraft Corp., Windsor, Locks, Conn. 
May 23 filed 170,456 shares of class A non-voting com- 
mon stock (10c per share non-cumulative dividend) and 
11.362 shares of class B voting common stock. Price, 
$5.50 per share. Underwriter—None. Purpese—To ac- 
guire machinery, too!s end equipment; to buy land and 
buildings: to produce 30 helicopters and accessories; to 
complete engineering changes; to setup sales and serv- 
ice departments; and to train service personnel. 


KMansas Gas & Electric Co. (6/20) 

May 16 filed 550,000 shares of common stock (no par) of 
which American Power & Light Co. (parent) will sell 
450,090 shares. Underwriters—Blyth & Co., Inc., and The 
First Boston Corp. Proceeds—Kansas Gas will use pro- 
ceeds of 100.090 shares to pay for part of its construction 
program and to repay short-term bank loans from Guar- 
anty ‘Trust Co. of New York and eight Kansas banks. 


Keller Motors Corp., Huntsville, Ala. 
May 10 filed 5,000,000 shares (3¢ par) common. Under- 
writer—Greenfield, Lax & Co., Inc., New York. Price— 
$1 per share. Proceeds—For plant facilities, equipment 
and working capital to manufacture a low-priced, 
medium-sized station wagon. 


Liquid Carbonic Corp., Chicago. 
June 2 (letter of notification) 2,000 shares of common 
stock. Price-—-$15 per share. Underwriter—Walston, 
Hoffman & Goodwin. Proceeds to selling stockholder. 


@ Logan (Ohio) Home Telephone Co. 

June 9 (letter of notification) $150,000 20-year 342% 
first mortgage bonds, series A, due May 1, 1969. Under- 
writer—The Ohic Co., Columbus, O. For installation of 
automatic equipment and to provide working capital. 


Maumee Oil Corp., Toledo, Ohio 


May 12 filed 8,000 shares (no par) common, of which 
only about 2,614 shares will be offered publicly at $100 


per share. No underwriter. For general working cap- 
ital. SEC held hearing June 6 to determine whether 
a stop order should be issued suspending the effective- 
ness of the registration statement. 


@ Mercer Hicks Corp., New York 

June 10 (letter of notification) 30,000 shares 50¢ cumula- 
tive preferred stock (par $1) and 39,000 ‘shares of com- 
mon stock (par 10¢). Price—$10 per unit of one share 
of each. Underwriting—Nene. Provide capital for con- 
duct of securities business. 


Messenger Corp., Auburn, Ind. (7/1) 


May 25 (letter of notification) 6,000 shares of 6% cumu- 
lative convertible preferred (par $25). Price, par. Con- 
vertible into common stock at $10 per share. Under- 
writers—The First Trust Co. of Lincoln, Neb., and Crut- 
tenden & Co., Chicago. 


Michigan Consolidated Gas Co. (6/28) 


June 1 filed $25,000,000 sinking fund debentures, due 
July 1, 1967. Underwriters — Names to be determined 
through competitive bidding. Probable bidders: White, 
Weld & Co. and Lehman Brothers (jointly); one: 
Stuart & Co. Inc.; Harriman Ripley & Co., Inc.; Smith, 
Barney & Co. Preeeeds—For payment of $3,500,000 of 
promissory notes, payment of the redemption price of 
40,000 shares of cutstanding 434% cumulative preferred, 
payment of principal and premium of about $7,300,000 of 
promissory notes of its subsidiary (Austin Field Pirge 
Line Co.) and for construction. Expected about June 28. 


Missouri Utilities Co., Cape Girardeau, Mo. 


May 26 filed 51,184 shares ($1 par) common. Offering— 
To be offered to stockholders on one-for-four basis. Un- 
derwriter—Edward D. Jones & Co., St. Louis, Mo. Pre- 
ceeds—For construction. 


@ Moen Ladder Co., Inc., Spokane, Wash. 


June 2 (letter of notification) about 900,000 shares of 
common. Price to public 10 cents per share. No under- 
writer. To buy materiais, pay for labor and carry on 
the manufacture and sale of Moen Extension Ladders. 
Office: 927 Main Avenue, Spokane, Wash. 


@® Montag Brothers, Inc., Atlanta, Ga. 


June 10 (letter of notification) up to 5,000 shares of 
class B common. Price, about $5.99 below book value. 
No underwriter. For general corporate purposes. 


Mutual Telephone Co. (Hawaii) (7/1) 


June 7 filed 150,000 shares ($10 par) convertible pre- 
ferred stock, series B. Offering—To be offered initially 
to holders of the common stock, in the ratio of one pre- 
ferred share for each five of common held. Underwriter 
—Kidder, Peabody & Co. Proceeds — Proceeds will be 
used for construction and expansion which in 1949 will 
involve expenditure of abcut $4,340,500. Expected July 1. 


@ Myler Plastics Corp., Jersey City, N. J. 

June 8 (letter of notification) not exceeding 10,000 shares 
of common stcck (no par). Price, market, estimated at 
50¢ per share. Underwriter—Goodbody & Co. Proceeds 
to selling stockholder. 


@ National Screen Door Co., Inc. 


June 7 (letter of notification) 1,500 shares of common 
stock (par $100). Price, par. No uncerwriter. For addi- 
tional operating capital and to pay outstanding indebted- 
ness. Olfice: Torrington Road, Montgomery, Ala. 


New England Power Co., Boston (7/13) 
June 3 filed $5,000,000 of series C bonds due July 1, 1979. 
Underwriters—Names to be determined through com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kidder, Peabody & Co. and White, Weid & Co. 
(jointly); Equitable Securities Corp.; Otis & Co.; Union 
Securities Corp. and Salomon Bros, & Hutzler (jointly); 
Coifin & Burr; Carl M. Loeb, Rhoades & Co.; Merrill 
Lynch, Pierce, Fenner & Beane and Lee Higginson Corp. 
(jointly) and Harriman Ripley & Co. Company also 
plans to sell 160.000 shares of common ($20 par) to its 
parent, New England Electric System, at $25 per share. 
Preceeds—Proceeds of the bond and stock sale will be 
used to pay off $5.324,700 of bank loans obtained for 
construction and to provide money for construction ex- 
penne expected to be made. Bidding expected 
uly 13. 


@ New Jersey Power & Light Co. (7/13) 


June 9 filed $3,500,000 of first mortgage bonds, series due 
1979, and 20,000 shares ($100 par) cumulative preferred 
stock. Underwriters—To be determined through com- 
netitive bidding. Probabie bidders for bonds: Halsey, 
Stuart & Co. Inc.: Eyuitable Securities Corp.; Union Se- 
curities Corp.; Carl M. Loeb, Rhoades & Co.; Otis & Co.; 
Kidder Peabody & Co.; Salomon Bros. & Hutzler. For 
preferred: Kidder, Peabody & Co.; Smith, Barney & Co.; 
W. C. Langley & Co.; Lehman Brothers. Proceeds— 
Will be applied to the payment of the cost of, or in 
reimbursement of payments made for, construction of 
edditions and betterments subsequert to April 30, 1949. 
Expected July 13. 


Nielsen Television Corp., New York 


Feb. 24 (letter of notification) 4,000 share of 6% cumula- 
tive non-convertible preferred stock (par $25) and 10,000 
shares of common stock (par 25¢). .Underwriter—Charles 
H. Drew & Co., New York. Offering—To be offered in 
units of one preferred share and 24% common shares at 
$25.625 per unit. Capital requirements. Present plans 
will be revised. eet 


Pacific Gas & Electric Co. (6/28). 


May 31 filed $80,000,000 first’ amd2efunding mortga 


bonds, series S, due June 1, 1983. Underwriters—Nam 
to be determined through competitive bidding. Probab 
bidders: Halsey, Stuart & Co. Inc.; The First Bost 
Corp.: Blyth & Co., Inc. Proceeds—For constructio 
Bidding expected June 28. 


Pacific Western Oil Corp. (6/22) 7 


| Mey 20 filed $15,000,000 15-year debentures, due June 


1964. Underwriter—Eastman, Dillon & Co. Proceeds— 

To repay’a $10;500,000 note held by Guaranty Trust Co. 

of New York, to repay Guaranty Trust Co. balance due 
(Continued on page 46) 
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on certain advances made under a credit agreement to 
acquire from Labouchere & Co. shares of Tide Water 
Associated Oil Co. commen stock and for development 
purposes. 


Pay Rock Oil, Inc., Tulsa, Okla. 
May 3 (letter of notification) 900,006 shares of common 
stock. Price, 30 cents per share. Underwriter—Security 
Royalties, Inc. For the repurchase of stock of the cor- 
poration under offer of rescission and for operating ex- 
penses. 


Pennsylvania Power & Light Co. (6/27) 

June 7 filed 415,983 shares (no par) common. Offering— 
To be offered to common stockholders of record June 27, 
at the rate of one for seven shares held. Employees will 
be allowed to buy unsubscribed shares, up to not more 
than 150 shares each. Underwriters — Drexel & Co. and 
The First Boston Corp. head a group who will purchase 
stock not otherwise acquired by stockholders or em- 
ployees. Proceeds—For construction. 


Portiand (Ore.) General Electric Co. (6/23) 
June 3 filed 251,033 shares of common stock (no par). 
Underwriter—Blyth & Co., Inc. Preceeds—To finance 
= part company’s construction program, Expected about 

une 23. 


Power Petroleum Ltd., Toronto Canada 
April 25 filed 1,150,000 shares ($1 par) common of which 
1,000,000 on behalf of company ard 150,000 by New York 
Co., Ltd. Price—50 cents per share. Underwriters— 
To be named by amendment. Proceeds—For adminis- 
tration expenses and drilling. 


Public Service Co. of New Hampshire (6/20) 
May 18 filed $4,000,000 first mortgage bonds, series E, 
due 1979. Underwriters — Names to be determined 
through competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc. (bonds only); The First Boston Corp. 
and Coffin & Burr Inc. (jointly); Kidder, Peabody & 
Co. and Blyth & Co. (jointly); Smith, Barney & Co. and 
Harriman Ripley & Co. (jointly). Proceeds—For con- 
struction, including repayment of short-term borrowings 
for such purposes. Bids—Bids for purchase of bonds 
will be received at company’s office, 1087 Elm Street, 
Manchester, N. H., up to noon (EDT), June 20. 


Renaissance Films Distribution, Inc.; 8?" ae 
Montreal, Que. ae RP 
Oct. 29 filed 40,000 shares (par $25) 5% cumulative 
convertible class B preferred stock and 10,000 shares of 
C stock (no par). Underwriting—None. Offering—Class 
B preferred will be offered at $25 per share with one 
share of class C given as a bonus with each 4 shares of 
class B purchased. Proceeds—To pay balance of current 
liabilities and working capital. 


@® St. Joseph (Mo.) Light & Power Co. (7/19) 
June 10 filed $4,750,000 of first mortgage bonds, series 
due 1979. Underwriters— Names to be determined 
through competitive biddirg. Probable bidders: Halsey, 
Stuart & Co. Inc.: The First Boston Corp.; Otis & Co.; 
Equitable Securities Ccrp.; Kidder, Peabody & Co.; 
White, Weld & Co.; Harriman Ripley & Co.; Salomon 
Bros. & Hutzler; Carl M. Loeb, Rhoades & Co. Proceeds 
—For property additions. Expected about July 19. 


@® San Jose (Cailif.) Water Works (7/5) 


June 7 filed 39,000 shares ($25 par) cumulative con- 
vertible preferred stock series B. Underwriter—Dean 
Witter & Co.; Blyth & Co., Inc.; Elworthy & Co., and 
Schwabacher & Co., San Francisco. Proceeds—To restore 
working capital used fur property additions and im- 
provements and of defraying a portion of the cost 
of future expenditures for such purpose. 


Sandy Hill tron & Brass Works, Hudson Falis, 


May 18 (letter of notification) 50,000 shares class A 
participatirg preferred stock, nonconvertible (par $4). 
Price—$5 per share. Underwriter—Office of John L. 
Nolan, Inc., Glen Falls, N. Y. Working capital, etc. 


© Seagram (Joseph E.) & Sons, Inc., New York, 
N. Y¥. (7/5) 

June 13 filed $50,090,000 25-year debentures, due June 1, 

1974. Underwriter—Harriman Ripley & Co., Inc. Pro- 

ceeds—Company will use proceeds with other funds to 

prepay outstanding bank notes. 


@ Sealy, Inc., Chicago 


June 3 (letter of notification) 611 shares of common. 

a See 47 share 7 licensees of Sealy, Inc. No 
iter. For general corporate purposes. Office: 666 

Lake Shore Drive, Chicago, Ill. ree siti: 


® Sky Harbor, Caristadt, N. J. (6/17) 


June 10 (letter of notification) 299,000 shares of common 
stock (par 10¢). Price—$] per-share. ‘Underwriter— 
G. F. Hulsebosch & €o.; New York. Pay expense of 
financing; pay accounts pevable and balance of mort- 
gage, purchase of planes, iand, ete. 


@ Southern College of Commerce, Wilmi 
Delaware : rai 

June 8 (letter of notification) 6,000 shar 

ter < t . shares of 6% cumula- 
tive participating preferred (par $100). Price, par. No 
underwriter. For working capital, to expand facilities, 
to sponsor and finance a graphic arts institute in Fort 
Worth, eee and to acquire interest in other schools 
whose operation may work into the com any’ 
Office, North American Bidg., Wekningicn, ig eae 


Southern Natural Gas Co., Birmingham, Ala. 
May 13 filed 141,853 shares ($7.50 par) common stock. 
Offering—Stockholders of record June 6 are given the 
right to subscribe for the stock on a 1-for-10 basis at $26 
per share. Rights expire June 28. Underwriter—None. 
Proceeds—For construction and for additional common 
stock investment in Southern’s subsidiary, Alabama Gas 
Corp. 


Southern New England Telephone Co. 


June 2 filed 400,000 shares of capital stock. Offering— 
To be offered for subscription by stockholders of record 
June 21 at rate of 1-for-6 held at $25 per share. Under- 
writing—None. Proceeds—-To repay about $4,500,000 in 
advances from American Telephone & Telegraph Co. 
with the balance to be added to general funds for con- 
struction. 


Southern Union Gas Co., Dallas Texas 

May 9 filed $3,679,464 342% sinking fund debentures, 
due July 1, 1964, and 306,622 shares $1 cumulative pref- 
erence common stock (par $1) under a proposal to merge 
with Texas Public Service Co. Stockholders of the latter 
company will receive $12 of debentures and one share 
of preference for each share of Texas Public Service 
common. Of the preference being registered 18,378 
shares will be offered at $18 per share, the proceeds to 
be used by Southern Union to pay for expenses of 
merger. Underwriter—E. H. Rollins & Sons, Inc. 


Southwest Lumber Mills, Inc., McNary, Ariz. 
May 31 (letter of notification) $300,900 of 5% convertible 
subordinated 10-year notes. Underwriter—E. W. Thomas 
& Co., 135 S. La Salle Street, Chicago, has agreed to 
purchase at a discount of 3%%% all securities not taken 
by the stockholders or this group (directors and stock- 
holders) up to a maximum of $100,000 of the securities 
to be issued. Proceeds—To restore working capital. 


@ Soya Corp. of America, New York 


June 9 (letter of notification) 400,000 shares of common 
stock (par 1¢). Price—50¢ per share. Underwriting— 
None. To nay preferred nonassenting creditors ($60,000), 
working capital ($140,00C). Office, 30 Rockefeller Plaza, 
New York. 


Staten Island (N. Y.) Edison Corp. (6/17) 
May 9 filed 40,000 shares ($190 par) cumulative pre- 
ferred stock. Underwriter—W. C. Langley & Co. was 
awarded issue June 15 on bid of 100.30 for dividend of 
$4.90. Proceeds—To pay off short-term notes and for 
construction. Offering expected June 17 at $103.25 per 
share. 


Suburban Gas Service, Inc., Ontario, Calif. 
March 31 (letter of notification) 4,000 shares ($25 par) 
series B preferred and 20,000 shares ($1 par) common— 
issuable upon conversion of preferred. Price—Preferred 
$25 per share. Underwriters—Wagenseller & Durst, Inc,, 
and Lester & Co. To buy Antelope Liquid Gas Co. 


Sudore Gold Mines Ltd., Toronto, Canada 
June 7 filed 375,00€ shares of common stock. Price—$1 
per share (U. S. funds). Underwriting—None. Proceeds 
—Funds will be apnvlied to the purchase of equipment, 
road construction, exploration and development. 


@ Superior Paper Products Co., Pittsburgh 

June 10 (letter of notification) 4,035 common shares (no 
par). Price—$20 per share. To be offered for subscrip- 
tion by common stockholders of record June 1 on a 
l-for-6 ratio. Rights expire July 1. Underwriting— 
None. General corporate purposes. Office, P. O. Box 
4449, Pittsburgh 5, Pa. 


Tennessee Gas Transmission Co. (6/20) 
May 24 filed $5,000,000 first mortgage pipciine bonds, 
due 1969. Underwriters— Names tc be determined 
through competitive bidding. Probable bidders: White, 
Weld & Co. and Stone & Websier Securities Corp. 
(jointly); Halsey, Stuart & Co. Inc. Proceeds—To be 
used from time to time, along with other cash resources, 
for expansion of conypany’s natural gas pipeline system. 
Bids—Bids for purchase of the bonds wiil be received 
at office of Messrs. Cahill, Gordon, Zachry & Reindel, 
63 Wall St.. New York, up to 11:30 a.m. (EDT) June 20. 


Trenton Chemical Co., Detroit, Mich. 
March 30 filed 131,841 shares 6% cumulative convertible 
class B preference ($2 par). Underwriters—Straus & 
Blosser, Chicago; Carr & Co., Detroit, and Lester & Co., 
Los Angeles. Proceeds—To build chemical plant and to 
replace working capital used for capital additions. 


Mrs. Tucker’s Foods, Inc., Sherman, Texas 
Nov. 26 filed 200,000 shares of common stock (par $2.50) 
of which 80,000 will be sold by the company and 120,000 
shares by certain stockholders. Underwriter—Rauscher, 
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general 
corporate purposes. 


Upper Peninsula Power Co. 

Sept. 28 filed 200,000 shares of common stock (par $9) 
Underwriters — Names to be determined through com- 
petitive bidding. Probable bidders include Kidder, Pea- 
body & Co., Merrill Lynch, Pierce, Fenner & Beane and 
Paine, Webber, Jackson & Curtis (jointly). Proceeds— 
Will go to selling stockholders. Consolidated Electric & 
Gas Co. and Middle West Corp. will se!] 120,000 shares 
and 34,000 shares, respectively; Copper Range Co., 34,000 
shares and several individual owners 11,200 shares. 


@ Virginia Dare Stores Corp., New York 

June 7 (letter of notification) 20,000 shares of common 
stock, class A. Price—S5 per share. Underwriter— 
Gearhart, Kinnard & Otis, Inc. Working capital and 
general corporate purposes. 


Western American Life Insurance Co., Reno 
March 30 filed 12,500 shares ($10 par) common stock. 
Price—$40 each. Underwriter—To be named by amend- 
ment. Proceeds—To qualify the company to sell life in- 
surance in any state. 


Western Oil Fields, Inc., Denver, Colo. 
May 19 (letter of notification) 800,000 shares of common 
capital. Price, 25¢ per share. Underwriter—John G. 
Perry & Co., Denver, Colo. For working capital and 
drilling of wells. 


@ Whitmayer Laboratories, Inc., Myerstown, Pa. 
June 8 (letter of notification) 5,500 shares of class A 
preferred stock (par $50). Price, car. Underwriting— 
Nore. Working capital. Office, 19 N. Railroad Street, 
Myerstown, Pa. 


Wichman Philippine Mindanao Development 
Co., Cebu City, Philippine Islands 
Jan. 5 filed 2,000,000 shares of voting capital stock, one 
centavo par value. Price—25 cents per share (U. S. cur- 
rency). Underwriter—F. T. Andrews & Co. Proceeds—' 
To provide funds for plant construction, diamond drill- 
ing, exploration and repayment of loans. 


Wiegand (Edwin L.) Co., Pittsburgh 


Sept. 28 filed 200,000 shares (no par) common stock. 
Underwriter—Hemphill, Noyes & Co., New York. Price, 
by amendment. Proceeds—Will go to selling stockhold- 
ers. Offering postponed. 


Willcox & Gibbs Sewing Machine Co., New York. 


June 6 (jetter of notification) 6,000 shares of 5% cumula- 
tive convertible preferred stock, series B (par $50). To 
be offered for subscription by common stockholders of 
record June 2€ at $50 per sliare in ratio of one preferred 
for each 25 common shares held. Rights expire 5 p.m. 
(EDT) July 15. Underwriting—Nene. Subscriptions pay- 
able to Central Hanover Bank & Trust Co., 70 Broadway, 
New York. To pay kank loans ($250,003), working 
capital. 


@® Worcester (Mass.) County Electric Co. 

June 10 filed $5,500,000 of first mortgage bonds, series 
A, due July 1, 1979. Underwriters—Names to be deter- 
mined through competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner 
& Beane, and Salomon Bros, & Hutzler (jointly); Kid- 
der, Peabody & Co.; The First Boston Corp.; Otis & Co. 
Proceeds—To be applied te payment of bank borrow- 
ings ($4,950,000) and for construction or to reimburse 
company for previous construction outlays, 


Prospective Offerings 


Akron Union Passenger Depot Co. 
May 27 reported company plans sale of $2,000,000 bonds. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kidder, 
Peabody & Co.; Drexel & Co.; Otis & Co.: Salomon 
Bros. & Hutzler; R. W. Pressprich & Co.; W. C. Langley 
& Co. 


Atlantic Coast Fisheries Co. 
June 20 stockholders will vote on approving an addi- 
tional issue of 92,744 shares of common stock to be of- 
fered to present holders on the basis of one new share for 
four present shares held. The company has 370,977 shares 
outstanding. 


Atlantic Coast Line RR. (7/7) 
May 24 reported company plans the sale July 7 
ot $8,685,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutz- 
ler; The First Boston Corp.; Harriman Ripley & Co. and 
Lehman Brothers (jointly); Harris, Hall & Co. (Inc.). 


@ Baltimore & Ohio RR. (6/21) 

Comvany will receive bid on June 21 for the sale of 
$4,440,000 equipment trust certificates, series AA, dated 
July 1, 1949, and maturing in 15 equal instalments of 
$296,000 each, on July 1, 1950-1964. Probable bidders: 
Halsev, Stuart & Co. Inc.; Salomon Bros. & Hutzler; The 
First Boston Corp.; Harriman Ripley & Cc. and Lehman 
Brothers (jointly). 


@ Ilinois Power Co. (6/20) ' 
The SEC has approved the applicaticn of North Ameri- 
can Light & Power Co. and North American Co. to sell 
competitively 242,785 shares (12.67%) of the outstanding 
common stock (no par) of Illinois Power Co. Of the stock 
to be sold, 72,785 shares are held by North American and 
170.000 shares by Light & Power. Probabie bidders; 
White, Weld & Co; Kidder, Peabody & Co. and Lee Hig- 
ginson Corp. (jointly); Goldman, Sacns & Co.; Horn- 
blewer & Weeks and Paine, Webber, Jackson & Curtis 
(jointlv): The First Boston Corp. and Merriil Lynch, 
Pierce, Fenner & Beane (jointly); Blyth & Co. Inc.; 
Smith, Barney & Co.; Lehman Brothers and Harriman 
Ripley & Co. (jointly). Bids for purchase of the stock 
will be received by North American Co. and North 
American Light & Power Co. at Room 1901, 60 Broad- 
way, New York 4, N.Y., up to 11:30 am. (EDT), on 
June 20. 


lowa Power & Light Co. 
May 12 reported company may be in the market this 
year with $7,590,600 first mortgage bonds and $3,000,000 
common stock, the latter to be sold to United Light & 
Rys. Co. (parent).. Bidders for bonds may include 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Kidder, Peabody & Co.; Lehman Brothers; Blyth & Co., 
Inc.; W. C. Langiey & Co., and Union Securities Corp. 
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(jointly): The First Boston Corp.; Glore, Forgan & Co., 
dnd A. G. Becker & Co. (jointly); 


Co. 


@ Maracaibo Oil Explcration Corp. 
June 15 reported corporation is planning to offer its 
stockholders the right to subscribe to 49,500 shares of 


Harriman Ripley & 


of western 
will lease 


capital stock in ratio of cne new share of capital stock 


for each eight shares held. 


additional leases. 
_ Middle South Utilities, Inc. 


9 


June 3 


Funds will be used by the 
company for oil development and possible acquisition of 


reported Electric Bond & Share Co. plans sale 


Stearns & 


at competitive bidding of 803,230 shares of common stock 


(no par) which it will receive upon dissolution of Elec- 
tric Power & Light Corp. Probable bidders: 
Lynch, Pierce, Fenner & Beane and Kidder, Peabody & 
Co. (jointly); Blyth & Co., Ine.; Dillon, Read & Co, Inc. 


Montana-Wyoming Gas Pipe Line Co. 
May 23 this company is being organized and will be 
publicly financed, to build a pipe line costing $3,000,000, 
to bring gas from the Worland (Wyo.) Unit Area, being 


Merrill 


in new bonds. 


developed by Pine Oil Co., into markets now being 
served by Montana-Dakota Utilities Co. in eastern Mon- 
tana, western North Dakota and the Black Hills region 
Montana-Dakota Utilities Co. 
Probable under- 
writers: Blyth & Co., Inc.; Merrill Lynch, Pierce, Fen- 
ner & Beane. 


New York New Haven & Hartford RR. 
April 13 stockholders authorized issuance of not exceed- 
ing $3,500,000 of equipment obligations, 
ders: Harris, Hall & Co. (Inc.); Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler, Lehman Brothers and Bear, 


South Dakota. 
and operate the facilities. 


Co. (jointly); Lee Higginson Corp, 


@ Northern States Power Co. of Minnesota 

June 11 reported company planning the sale at com- 
petitive bidding, possibly by early August, of $15,000,000 
Probabie bidders: Halsey, Stuart & Co. 
Inc.; The First Boston Corp.; Harriman Ripley & Co., 
Inc.; Lehman Brothers; Blyth & Co., Inc.; Equitable Se- 
curities Corp. 


Probable bid- 


@ Philadelphia Electric Co. 

June 13 company announced that it will soon file with the 
SEC a registration statement covering 972,624 common 
shares which will be offered to common stockholders at 
the rate of one new share for each ten held on or about 
July 8. Rights will not be given to holders of the $1 


dividend preference common stock. 


Southern Pacific 


at the office of J. A. 


Co. (6/22) 


The company is inviting bids for the purchase of $12,- 
480,000 equipment trust certificates, series BB, to mature 
in 15 equal annual instalments. All bids must be received 


Simpson, Treasurer, Room 2117, 


165 Broadway, New York, at or before noon (EDT) on 


June 22. Probable bidders: Halsey, Stuart & Co. Inc.; 


Harrimar. Ripley & Co 
Becston Corp.; Salomon 


Baird & Co. (jointly). 


. and Lehman Brothers; The First 


Bros. & Hutzler. 


Wisconsin Electric Power Co. (6/27) 
June 2 the SEC approved North American Co.’s plan to 
sell competitively 13,494 shares of its holdings of Wis- 
consin Electric Power Co. ($100 par) 6% preferred capi- 
tal stock. Probable bidders: Union Securities Corp.; The 
First Boston Corp.; Lehman Brothers and Robert W. 


Bids expected June 27. 
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Two large new corporate fi- 
nancing projects came into sight 
this week, but only one was of a 
nature to arouse interest in 
banking and distributing circles, 
and then only if you happened to 
be identified with the business. 


Joseph E. Seagram & Sons, 
Inc., went into registration with 
the Securities and Exchange 
Commission for $50,000,000 of 
new 25-year debentures: But 
since this is a negotiated under- 
taking, interest naturally was 
limited to those in the business. 


Nevertheless the Street will be 
interested in watching for the 
price and terms as time for actual 
public offering of this big one 
rolis around. The sale will put 
the issuing corporation ig funds 
to prepay $45,000,000 of notes ma- 
turing serially through 1952 and 
an additional $5,000,000 of 
ninety-day notes. 


The second large deal, an 
equity proposition, involving 
972,624 shares additional of 


Philadelphia Electric Co.’s com- 
mon stock aroused even less in- 
terest in underwriting circles. 


At current prices for the stock 
this operation has an overall in- 
dicated value at the moment of 
around $22,000,000, and according- 
ly is one that bankers would like 
to sponsor. 

But the offering is to be made 
direct to the company’s present 
common stockholders on the basis 
of one new share for each ten, ex- 
cluding, however, holders of the 
$1 dividend preference stock. 


Amer. Tel. & Tel. 34s 


Institutional investors who have 
been standing by awaiting the op- 
portunity to pick up substantial 
lots of American Telephone & 
Telegraph Co.’s new 344% deben- 
tures on an investment basis 
haven't made much progress up to 
this point. 

Not even the current shake- 
out in the stock market has 
done much to provide such op- 


},; the same 


time small in dimen- 
sions. Two small bond offerings. 
plus two preferred and one of 
common, all for utilities, made up 
the bill of fare. 


And naturally the competition 
was keen again and the issuers 
could hardly have found anything 
to disturb them in the results. The 
largest of these deals, $4,500,000 
of Southwestern Gas & Electric 
Co. first mortgage bonds, brought 
out a total of seven bids, best of 
which was 102.03991 for a 3% 
rate. 

On reoffering at 10242 to yield 
2.875%, the issue was reported 
moving but hardly to be classed as 
an “out-the-window” proposition. 


South Dakota to Take Stock 

South Dakota will be in the 
market along toward the end of 
the month with an issue of $10,- 
000,000 of its veteran bonus bonds. 

The State has a total of ~$30,;- 
000,000 authorized, but does not 
intend to market the balance-un- 
til it has a bettei line on actual 
receipts from new tax levies im- 
posed to retire the issue. 

The portion to be put up. for 
sale will mature in four equal in- 
stalments, from July 15, 1950°to 
1953. Prospective bidders have 
been advised of the State’s in- 
tention not to offer additional 
bonds pending greater light on 
revenues involved. The taxes are 
expected to yield some $6,800,000 


annually. P 








portunity. Quite to the contrary 
there appears to have been some | 
sizable buying of the “rights.” 


The debentures dipped momen- | 
tarily to arcund 106% a week or | 
so ago, where the yield was about | 
2.40% to the buyer, but they | 
snapped back quickly to current 
levels just above 107 to yield | 
about 2.32%. Potential buyers | 
would like to pick them up on a 
2.50-45 basis, somewhere around 
105. Perhaps the approach of the 


expiration date for the “rights” | 
mzy have some effect, 
New Issues Slow | 

New issues up for bids this | 


weck were relatively few and at |__| 





DIVIDEND NOTICES | 








Dividend Notice 





The Board of Directors of The 
Arundel Corporation has this dey 
declared 25 cents per share as the 
regular quarterly dividend, on the 
no par value stock of the corpora- 
tion issued and outstanding, pay- 
able on and after July 1, 1949, 
to the stockholders of record on 
the corporation’s books at the 
close of business June 21, 1949. 


MARSHALL G. NORRIS, 
Secretary 
June 14, 1949. 

















the Soviet Administration of Re- 
ligious Cults has taken over con- 
trol of the only Roman Catholic 
Church in Moscow, and it has de- 
manded and has received the keys 
of same. Get that—The Soviet Ad- 
ministration of Religious Cults. 
There is freedom for you. 


We Have Been Inoculated With 
Virus 

“Now let us look at America. 
Have we been inoculated with the 
virus of this creeping paralysis? 
Is it possible that the United 
States, the greatest and most 
prosperous country of all times, 
the one country which is trying to 
alleviate the suffering of those 
other countries which have been 
stricken with this dread disease, 
is beginning to show the symp- 
toms of the same disease? Indeed 
it is possible. The germs are be- 
ing incubated right now, In our 
administration halls attempts are 
being made to jam socialized med- 
icine down our throats. Hints have 
been made as to the desirability 
of government control of some of 
our large industries. Our courts 
of law are already held up to ridi- 
cule at the communist trials. We 
are permitting schools to harbor 
communistic theories and allowing 
|foreign destructive ideologies to 
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New England Gas \y 
and Electric Association 


PREFERRED DIVIDEND NO. 9 


The Trustees have declared a 
quarterly dividend of $1.12% per 
share on the 44% cumulative 
convertible preferred shares ,of 
the Association payable July 1, 
1949 to shareholders of record 
at the close of business June 15, 
1949. 

H.C. MOORE, JR., Treasurer 
June 9, 1949. 
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THE ELECTRIC STORAGE BATTERY 
COMPANY 


195th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company 
a dividend of fifty cents ($.50) per 
share on the Common Stock, payable 
June 30, 1949, to stockholders of tegprd 
at the close of business on June 13, 1949. 
Checks will be mailed. 


H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia 32, June 3, 1949 








/ __ pivipenp NOTICES be 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid Aug. 1, 1949, 
to stockholders of record July 25, 1949. 
“A” COMMON and VOTING 
COMMON: A quarterly dividend of | 


25 cents per share on the ““A’’ Common 
and Voting Common Stocks will be paid 
| Aug. 15, 1949, to stockholders of record 


July 25, 1949, 
A. B. Newhall, Treasurer 


Demnioon Manufacturing Co. 


Framingham, Mass, © 

















Sees Socialism Paralysis Spreading 


(Continued from page 5) 


mold the plastic minds of our 
youth. These same ideologies have 
followed their usual pattern by 
invading some of the ranks of 
labor. The usual effects are being 
manifested and masses of people 
are following the ridiculous 
preachings of false gods as sheep 
follow a bellwether, and if this 
growth continues, these unfortu- 
nate sheep as they reach the fold, 
will find their shepherds are sav- 
age drooling wolves. 

“The time for action has come. 
The problem which confronts 
true Americans is not a pink tea- 





DIVIDEND NOTICES 


United Shoe Machinery 
Corporation 


The Directors of this Corporation have de- 
clared a dividend of 3742c per share on the 
Preferred capital stock. They have also declared 
a dividend of 62!2c per share on the Common 
capital stock. The dividends on both Preferred 
and Common stock are payable July 5, 1949, to 
stockholders of record at the close of business 
June 15, 1949. 


WALLACE M. KEMP, Treasurer 


WESTERN TABLET & STATIONERY 
CORPORATION 








Notice is hereby given that a dividend at the 
rate of $.50 per share on the issued and out- 
standing shares without pw value of the 
Common Stock of Western Tablet & Stationery 
Corporation has been declared payable on July 
11, 1949 tg heldore of rernrd of -uch shares 
at the close of business on June 23, 
E. H. BACH, Treasurer. 





party, it is the last battle, the bat- 
tle of ‘Armageddon’. All real 
Americans must hang together in 
order that our great republic may 
be maintained and preserved. We 
must remember our national 
motto, ‘E Pluribus Unum’, be- 
cause if we succumb to the infec- 
tion of this creeping paralysis, we 
would have to adopt a new motto, 
‘Ora Pro Nobis’.” 





DIVIDEND NOTICES 


LION O11 


COMPANY 














3 








-A regular quarterly divi- 
dend of 371A ¢ per share has 
been declared on the Capital Stock of this 
Company, payable July 15, 1949, to stock- 
holders of record June 30, 1949. The 
stock transfer books will remain open. 

: E. W. ATKINSON, Treasurer 
June 7, 1949. 
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THE TEXAS COMPANY 
187th Consecutive Dividend paid 


by The Texas Company and its 
predecessor. 


A dividend of 75¢ per share or three per 
cent (3%) on par value of the shares of 
The Texas Company has been declared 
this day, payable on July 1, 1949, to 














OLD TOWN ~- @ 
RIBBON & CARBON 
COMPANY, INC. 


DIVIDEND No. 27 


The Board of Directors has declared a 
dividend of 30 cents per share on the 
Common Stock of the Company, pay- 
able on July 1, 1949 to stockholders 
of record at the close of business on 
June 24, 1949. 


“ JEROME A. EATON, Treasurer 


June 14, 1949 











Safeway Stores, Incorporated 





Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on June 10,1949 
declared quarterly dividends on the 
Company’s $5 Par Value Common and 
5% Preferred Stocks. 

The dividend on the Common 
| Stock is at the rate of 30c per share 
and is payable July 1, 1949 ta! 
stockholders of record at the close of 
business June 21, 1949. 
| The dividend on the 5% Preferred 
| Stock is at the rate of $1.25 per share | 
_and is payable July 1, 1949 to. 
| stockholders of record at the close of 
| business June 21, 1949. 

MILTON L. SELBY, Secretary. | 








| June 10, 1949. 


| 








stockholders of record as shown by the 
books of the company at the close of busi- 
ness on June 10, 1949. The stock trans- 


L. H. LINDEMAN 
Treasurer 














New York. N. Y. 
June 14, 1949 


Philip Morris & Co. Led., Inc. 


The regular quarterly dividend of 
$1.00 per share on the Cumulative Pre- 
ferred Stock. 4% Series, and the regu- 
lar quarterly dividend of 90¢ per share 
on the Cumulative Preferred Stock, 
3.60% Series have been declared pay- 
able August 1, 1949 to holders of Pre- 
ferred Stock of the respective series of 
ayers. at the close of business on July 

» i 3 

There has also been declared a quar- 
terly dividend of 50¢ per share on the 
Common Stock, ($5 Par), payable July 
15, 1949 to holders of Common Stock 
of record at the close of business on 
June 30, 1949. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of 
the par value of $10. : 

L. G. HANSON, Treasurer. 
WLLL Ladd 
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Behind-the-Scene Interpretations 
from the Nation’s Capital 


Washington... 


WASHINGTON, D. C.—From now on it is a good idea to take a 
second. cautious look at all Washington date-lined articles in popular 


And You| 


——— 


publications which express the view from the capital city that the 
outlook for business is very black indeed. 


It is a good idea to beware of© 
such stories in principle, for very | 
are likely to be | 
inspired by the lefties within the | 
n Administration. The | 
lefties, according to report, have| chandise, in which case they may | 


many of them 


2 


Trum 


decided to go all out in a propa-| 
ganda campaign to sell the Con-| 
gress the President, and the coun- | 
try on the idea that American 
business is going to the dogs. 

Then, maybe if everybody 
realizes that business is going 
to the dogs, there will be some 
takers for the “Economic Ex- 
pansion Act of 1949.” The idea 
is that the lefties see the situa- 
tion very simply. Enact the Ex- 
pansion Act and these eager, 
left-wing economists will be 
put in charge of running the 
American economy. They will 
rescue business before the dogs 
can snap their hungry fangs 
upon the economic fabric and 
tear it to pieces. The prospect 
of being put in charge of the 
American. economy is not re- 
pugnant to the lefties. They 
seem able to bear up at the 
thought that many of them 
might be placed in charge of 
large bureaus, with hundreds of 
personnel, and that mayke they 
will be driven around in gov- 
ernment cars. 


That the lefties already have 
started on this campaign has 
@roused no small amount of irri- 
dation. The Census Bureau, which 
is pretty free of trying to grind 
left or right-wing political axes, 
is annoyed at what they saw as a 
planted story that certain gentle- 
men allegedly close to the Presi- 
dent, were finding fault with their 
statistical reports on unemploy- 
ment. 

a: a a: 

This prospect of the lefties in- 
spiring the pessimistic outlook 
Stories makes jit tough on the lay 
observer outside the capital city 
who is really trying to find out 
what is the score. However, there 
are a couple of rough rules which 
will help. 

In general the lefties will shun 
publicity for themselves in their 
own names although they may be 
forced to come out in the open in 
desperation. If one of the lefties 
lets his name be used, you can 
spot the story for the source. What 
the lefties seem disposed to do is 
to “plant” or “inspire” stories, or 
putting words and views in other 
peoples’ mouths, or attributing 
them to other sources. The eco- 
momic staff of the Council of Eco- 
momic Advisers, for instance, did 
not, according to the CEA itself, 
complain that census estimates of 
unemployment underestimated the 
situation. 


Another rule to follow is that 
for the present you can expect 
that in general, high Federal 
officials are not going to let 
their names be used in quota- 
tions that the business situation 
is one of pessimism. The 
dominant thinking of the more 
responsible Administration ob- 
servers is that it looks like the 
country is in for a readjust- 
ment, that the readjustment 
will get worse before it gets 
better, but that anything like 
the nose-dive of the ’30s is not 
yet in sight. 


The more responsible Admin- 


~ Sue Gieets Guire may not be ex- 
pec _lend themselves to the 





double-bad pessimistic quotes 





until (1) the business situation 
actually gets far worse than any- 
one expects, or (2) the White 
House buys the left-wing mer- 


have to go along. 

Incidentally, almost none of the 
government statistics will be dis- 
torted for this left-wing drive. 
Interpreters may distort the in- 
terpretation of the statistics, but 
not the agencies which issue the 
actual figures of business activity 
in its many ramifications. 

That $40 million for the “shelf 
of public works” to be trotted out 
come D for Depression day, is 
money for planning public works. 
This means that the Public Works 
Administration, long crying at the 
way it has been ignored since 
Mr. Roosevelt got interested in a 
war, will now be able to loan and 
or spend $40 billion planning 
“useful public works.” 

This money will be used to 
actually draw up plans for 
public works on the sites on 
which they would be located, so 
that if the money went out in 
large green streams, these pro- 
jects could be made the subject 
of contracts and actual con- 
struction work. 

Even a small shelf of public 
works, however, won’t be ready 
for another 12 months. 

% % as 

Should the Senate go along with 
its Expenditures Committee and 
adopt a 5-to-10% cut in admin- 
istrative expenses, the outlook 
for final approval of this scheme 
still looks dim. The boys on the 
public payroll, have quite a 

faculty for screaming when a few 
jobs are abolished, and with the 
Administration still committed to 
spending, adoption of this small 
cut would probably build as much 
of a fire under the conservatives 
as a cut which actually would 
forestall a Budgetary deficit. 
There is no one in the top leader- 
ship of the House Democrats who 
will back it, as yet. 

Of course, if the White House 
were to get interested in econ- 
ony, that would be different, 
but such a revolution is not yet 
even a hopeful dream. 

a Hs % 

It’s now a toss-up still as to 
whether foreign aid really will 
or will not be cut. The House 
nominally “cut” the appropriation 
but allowed the President to 
spend the money in enough 
shorter a period so that he can 
spend as much per month, and 
Congress probably will have to 
make money available earlier 
next year. 

Senate boys are now insist- 
ing, however, that either ECA 

will be made subject to the 
5-to-10% cut in appropriations, 
or if this fails, a separate reduc- 
tion will be made in ECA al- 
lowances. 

Best guess is that the Senate 
finally may be able to achieve a 
cut of something less than $500 
million, and this will be diluted 
further in conference with the 
House. 

An appropriation for foreign 
arms aid, however, will have 
tough going. Unless the amount 
is pared down to a very small 
sum and the appropriations are 
nominal; j.e., to compensate the 
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‘4 know you’re new here, Miss 
put a ribbon on 


Kelly, but that’s NOT how we 
a typewriter!’’ 





Army and Navy for removal of 
existing, surplus war equip- 
ment, miltary aid will have only 
a small chance of getting by 
this year. 

You are “invited” to a typical 
“conference on foreign policy,” or 
an “orientation conference” of the 
military, two variations of one of 
the newest propaganda. stunts 
now being used frequently by the 
Armed Forces and the State de- 
partment. 

Here is who comes: Anyone who 
represents an organization with a 
name and a mailing list. You are 
a leader of public opinion thereby. | 
You are entitled “to share the 
responsibilities” of government 
policy. You are taken behind the 
scenes (or so you are told) and 
given the low-down on foreign 
policy or military policy, or what 
have you. You are encouraged to 
ask questions—and, think of it! 
Make suggestions. 

Say it is the State depart- 
ment. A big-named gentleman 
with a horse-guard’s moustache 
and a. very polished university 
accent regales you with the 
latest official propaganda on 
what the State department is 
doing and why. Or if it is the 
military, you rub elbows with 
the admirals in their pretty 
uniforms or the big-named gen- 
erals and their ever so well- 
mannered aides. If it is the 


military you are likely to get a 





free ride in an airplane or an 


aircraft carrier and, just per- 
haps, a free drink or two. 


It is beside the point that what 
the Secretary or the General or 
the Admiral tells you has been 
shouted from the house tops by 
officials and quoted, in radio 
talks, in formal speeches, in press 
releases, or in open committee 
hearings. The point is that even 
the most studious persons have 
insufficient time to follow con- 
sistently the outpourings of one 
big Federal department. 


But you must remember that | 
what you hear ig for your ears 
alone. It is strictly off the record. 
You mustn’t say the Secretary or 
the so and so said it. You just go 
back to the League of Women 
Voters of California and address 
them favorably toward the gov- 
ernment, and look knowing and 
instructible, after an introduction 
saying you have been hearing the 
words of wisdom from the very 
highest. 


Officials know that most 
people don’t know what has 
been said and what has not been 
said. Hence they know that 
well-worn merchandise can be 
polished off and presented as 
brand new. 

Officials also know that an al- 
most universal failing of people | 
is to be impressed by basking in | 
the smiles of the great and | 
mighty. 

It is not at all hard on the cus- | 
tomers, of course. To be sure, 





they have to pay their own pas- | 


| sage 
' sessions. 


to and from propaganda 
If they can nick their 
organizations for the freight, they 
have a free good time, perhaps 


| get away from scolding wives or 


humdrum jobs, and a chance to 


| feel important for a change. 


% Ed % 


There is thought to be little 


| significance to the decision of the 
| White House, 


as recently re- 
ported, to skip asking Congress to 


| pass a standby War Mobilization 
| Act, to be put into operation in 
|case of war or a Congressional 


declaration of war. 


The propesed War Mobiliza- 
tien Act would deliver the con- 
trol of the country’s economy 
into the hands of government, 
come war. It is now beyond the 
dreams of fantasy to expect 
Congress to pass such a bill this 
year. 








——_—, 


Business 
Man’s 


q Bookshelf 


Middle Way Out, The—Civitas 
Humana — Wilhelm Ropke — Wil- 
liam Hodge and Co. Limited, 
86 Hatton Garacen, London, E.C. 1, 
England—Price, 21s net; postage, 
9d. 


Kuhn, Loeb Offers 
New York State Elec. 
& Gas Preferred 


Kuhn, Loeb & Co. is offering to 
the public today 40,000 shares of 
41%4% cumulative preferred stock 
(series 1949) of New York State 
Electric & Gas Corp. at $101.75 a 
share, to yield about 4.42%. Bid- 
ding alone, Kuhn, Loeb & Co, 
was awarded the shares at com- 
petitive sale on June 14. 

Proceeds from the sale of these 
shares, together with funds re- 
ceived from the sale of 73,333 
shares of common stock offered 
to common stockholders last 
month, will be applied by the 
company to payment of presently 
outstanding $4,000,000 short-term 
notes. The balance will be used 
for new construction. It is esti- 
mated that expenditures for new 
construction for the three-year 
period, 1949 through 1951, will 
aggregate $52,800,000. 
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